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Allen Wojtas 
MI/WI Technical Enforcement Section 
RCRA Enforcement Branch 
EPA, Region V 
Chicago, IL 60604 

RE: Letter Report, TES X, WA No. R05046 Custom Blended Oils, Inc. (E&L Tank 
Cleaners, Inc.) Financial Assessment of Ability-to-Pay 

Dear Mr. Wojtas: 

This letter report summarizes our analysis and opinion on Custom Blended Oils' ability to pay 
RCRA enforcement penalties. This analysis incorporates revised and current financial 
information on Custom Blended Oil.s transmitted from your office on June 19, 1991 and 
supplements those findings covered in prior DPRA letter reports dated November 28, 1990 and 
March 5, 1991. 

Background and Purpose 

The revised and current information used for this analysis was part of a June 12, 1991 submission 
from R. Ray Simpson, certified public accountant for Custom Blended Oils, Inc., to Sandra R. 
Okata, Assistant Regional Counsel, U.S. EPA, Region V. The submitted material documents the 
results of a"review" of Custom Blended Oils' recent financial records by Mr. Simpson. Previous 
financial statements provided by Custom Blended Oils were given neither an accountant reviiew 
nor an audit. In other words, little if any level of independent auditing was completed for 
previous financial statements. 

It is our understand.ing that a"review" incorporates a general assessment of the company's 
accounting practices and limited sampling of records and transactions. It is not as comprehensive 
or reliable as a full "audit" but should significantly improve the reliability of financial data over 
that from "unaudited" statements. 

The purpose of this analysis is two-fold. First, we compare key financial conditions from 
previous unaudited reports and the current review reports. Second, we present implications for 
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ability-to-pay based on the CPA's review reports. The new review reports cover two periods: 
(1) for the year 10/1/89 through 9/30/90 and (2) for the eight (8) months of 10/6/90 through 
5/31/91. 

Findings and Conclusions 

A comparison of the "reviewed" and "unaudited" financial statements for the period 10/1/89 - 
9/30/90 reveal extreme differences (see Table 1) and suggest a signifrcant deterioration in Custom 
Blended Oils' ability-to-pay a RCRA penalty of any significant amount. For example, results 
of the auditor's review suggest Custom Blended Oils' total assets as of September 30, 1990 were 
$262,991 LESS than indicated from previously unaudited data. That is, $589,225 in total assets 
were reported in the unaudited financial staternent versus $326,234 in the reviewed financial 
statement. Similarly, stockholders' equity was $292,846 LESS ($334,905 (unaudited) versus 
$42,059 (reviewed)). Net income was $218,750 LESS and declined from $85,059 (unaudated) 
to negative $133,691 (reviewed). 

Custom Blended Oils' ability-to-pay a RCRA penalty is dependent on a stabilization and 
improvement in its operating conditions. The May 31, 1991 review data suggest neither is 
occurring. If the review data are accurate, total asset levels have declined significantly, equity 
in the company is negative, sales levels are lower, the company is highly unprofitable and key 
business ratios have deteriorated (Table 2). In general, future viability of the firm is extremely 
questionable. 

Based on our review of the available data, the firm's ability to pay an EPA set civil penalty of 
$85,750 or a similar amount from existing operations is doubtful. Any payment from operating 
revenues would be difficult and outside or innovative sources of cash would need to be found. 
Two possible unique sources of cash might be available as mentioned in previous analyses. 
These include: 

1. The company might capitalize some of its existing fixed and equipment assets 
through liquidation and lease-back arrangements. This would generate immediate 
cash and allow continued operation. However, such assets might already be 
collateralized to other creditors (lenders) and a liquidation for payment of a civil 
penalty might not be allowed by the company's creditors. 

2. The Winkles (owners of the company) are the apparent owners of the property on 
which the company operates. This property could be valuable and might also be 
liquidated with a lease-back option with proceeds from sales used to pay a civil 
penalty. The site property in Peotone, Illinois was purchased for $53,000 in 1974 
and if its market value appreciated at 5 percent per year, it would currently have 
a value of over $100,000. 
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The amount of available funds from such financial arrangements cannot be determined without 
much more detailed information on the assets' current market value and possible lease-back 
arrangements. 

Sincerely, 

Daniel W. Francke 
Vice President 

ms/3729.046 

~ 
Nancy J. Ekart 
Associate 

cc: Tom Lentzen, M&E 
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R. RAY SIMPSON 
	

CERTIFIED PUBLIC ACCOUNTANT 

June 12, 1991 

Sandra R. Otaka., Esq. 
Assistant Regional Counsel 
U.S. Environmental Protection Agency, 
Region V 
230 South Dearborn Street 
Chicago, IL 60604 

REo Custom Elended Oils, Inc. 
gTSEPA ID N® ILD069503944 

I3ear Counsellorm 

My firm, R. Ray Simpson CPA, and I personally perform various 
accounting services for Custom Blended Oils, Inc.. On October 30, 
1990 I compiled financial statements for Custom Elended Oils, Inc. 
for their fiscal year ending Septmeber 30, 1990 along with their 
Federal Income Tax Returns. These Financial Statements and tax 
returns were subsequently submitted to the U.S. EPA. These 
statements were compiled statements and not a reviewed or audited 
statement. 

Recently, I was asked to perform a"review" of the Company®s 
September 30, 1990, and May 31, 1991, financial statements. During 
the course of my review, I discovered inaccuracies in the original 
information used to prepare the compiled financial statements. As 
a result of the discovery of this innaccurate information, the 
financial statements were corrected4 The principal changes were 
that the accounts receivable balance was overstated and the 
accounts payable balance was understated. These adjustments 
resulted in a substantial change to the compiled financial 
statements, and accordingly I have notified all users of thFse 
f inanc.ial statemnts and provided them with the reviewed f inancial 
statements. Custom Elended Oils, Inc. prepares their income tax 
returns on a cash basis, the adjustments to accounts receivable 
and accounts payable will not have any effect on these ta ~-- 
returns. 

Custom Blended Oils, Inco income tax returns were prepared on 
the cash basis of accounting, wherein revenues are recognized when 
collected and expenses are recognized when paid. This method of 
accounting results in a portion of taxable income being deferred 
to future periodsa As a result of using this method of accounting, 
for the year ending September 30, 1989, the tax return shows a net 
loss while the financial statement shows a net income® For the 
year ending September 30, 1990, the tax return shows a net income 
while the financial statement shows a net loss. 



Sandra r. Otaka, Esq. 
June 12, 1991 
Page 2 of 2 

Based on the reviewed financial statements for the periods 
ending September 30, 1990, and May 31, 1991, especially the fact 
that the company°s working capital has decreased by $266,839 since 
October 1, 1989 to the May 31,1991 negative balance of $151,475, 
it is my opinion that Custom Blended Oils, Inc. does not have the 
financial strength to be able to support any additional outlay of 
cash for the proposed penalty or any additional debt load 
payments. 

Very Trul Yours, 

oe X
7 

 
R. Ray Simpson 



March 5, 1.991 

Allen Wo,jtas 
MI/W1 Tecbjiical Eiiforceiiient Section 
RCRA Eiiforcement Brmicti 

✓PA, Region V 
Chicago, IL 60604 

RE: Letter Repoil, TES X, WA No. R05046 Custom Blended Oils, hic. (E&L Taiik 
Cleaners, Itic.) Fijiancial Assessmeilt of Abilit y  to Pay; Supplemei-itod Puialysis 
of More Current Data--Replacement of Letter Report Dated Febi-uary 26, 1991. 

Dea-r 1\1r. Wo.itas: 

Diie to our receipt of additiojial Custorn Blei-ide(I Oils, Tnc. infoi-i-nation on February 26, 1991, 
aiid because this s-Ltpplemental infoi-inati ➢n is so similar to the iiifoi-i-nation sutiiiiiarized in oui-
February 26, 1991 letter repoit, this letter i-eport will serve as a replacement for the letter 
repoi-t dated February 26, 1991. This assessment lias been completed as part of TES X Work 
Assigiiinent No. R05046 under EPA Contract No. 68-W9-0007. 

We suiiimarize below the results of our review of the fijiancial records provided to lis oil 
Wednesday , Febi-uai-y  13, 1991, Wednes(lay, Febwary 20, 1991 al-id on. TLIesda y , FebrLiai-y 26, 
1991. The finai-icial records provided include: (1) September 30, 1990 financial statemelits of 
Custom Blended Oils, hie. compiled b y  R. Ray  Simpsoil, Certi.fied Public Accountant (CPA). 
Ineltided with flae balance sheet, incoiiie statenient and statei-netit of cl-lai-iges in retaiiied 
earnings are an inventoi-y list, claii-ns irifori-nation and a list of Custom Blended Oils, Inc.'s, 
cui-rent 1990 di-ivers. AltlioLigh these documejits were conipfled by Mr. Sillipson, the 
ijifonDatioii given oji thein is a representation of Custom Blended Oils, Inc.'sinailagement and 
liave tiot been audited iior reviewed by Mr. SiDipsoii ;  (2) Decenibe-r 31, 1990 statei-neiit of 
working capital (current assets less cuiTeiit liabilities) cotiipiled b y  R. Ray Simpson, CPA; 
wid (3) 1.989 Corporate Income Tax Retuin (operatioiis througli September 30, 199(1) and 
detailed listiiigs of accounts receivable (as of December 31, 1990) aiid accounts pa yable (as 
of Deceiiiber 31, 1990), all coiiipiled by R. Ray Sinipson, CPA, as well as a list of Custoin 
Blended Oils, Inc.'s employee lay-offs compiled by Lorene Winlde, Presiderit of Clistoin 
Blended Oils, li-ic. 

This an.,Ilysis supplemeiits oui- previous letter reports d,ated November 2, 1990 aiid Novet-nber 
28, 1990 pertal.ning to a potejitially liable party's (PlYs) ability to pay a civil penalty 
aSSOCialed Witll tlle CUMM Bleiided Oils, Inc. ( * E&L Tw-Lk Cleai-iers, Inc.) site. In addition, 
we have presente(i issues and questions which, ojice resolved, woul-cl provide additional 
information for iiiakitig a fijial assessinent. of 1-he f-zicility's ability to pay the civil penalty 
whicli the U.S. Envirotunetital Protection Ageticy (U.S. EPA) is seek-ijig. 

200 Reseamh Drivp, 	P0. Box 727 	Nlanhabn, Kansas 66502 	I—elaphone 913-539-3565 	Telex 704314 

Other Oices: Washington, D.C., St. Paul, Chicago, Denver, Dallas, l(ansas City, Oak Ridcle, Kisumu, Kenya 
I 



Mr. Allen Wojtas 	 -2- 	 Marclr 5, 1991 

BackQround atud Purpose 

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility 
that also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje 
Road, Peotone, I1linois. Ernest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks 
Cleaners, Inc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40 
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to tlus NOV, U.S. 
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA 
on January 12, 1989 indicating violations which were determined during a Noveinber 18, 1988 
inspection of the facility. In response to an April 21, 1989 Information Request issued by the 
U.S. EPA, Custom Blended OIls, Inc. contended that they did not market off-specification used 
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to tliem. 

However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that 
Custom Blended Oils, Inc. has faIIed to meet particular RCRA requirements relating to the 
marketing of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750 
was proposed for the noncompliance. During negotiations with the facility, representatives 
indicated that the facility is unable to pay the proposed civil penalty. 

The purpose of this Letter Report is to supplement previous assessments of Custorn Blended 
Oils, Inc.'s (E&L T.vrlc Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provide 
a current assessment of the adequacy of the new documents received from U.S. EPA, in the 
form of issues and/or questions for any subsequent enforcement proceedings. 

Nature of Docunaents 

On February 13, 1991, copies of Custom Blended Oils, Inc.'s September 30, 1990 balance 
sheet, income statement, and statement of changes in retained earnings as developed by 
Custom Blended Oils, Inc.'s management and compiled by R. Ray Simpson, CPA, were 
supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom 
Blended Oils, Inc.'s current drivers for 1990, inventory, and claim infonnation since 1988. 
These docwnents merely represent infonnation from Custom Blended Oils, Inc.'s managentent 
and have not been audited or reviewed by a Certified Public Accountant (CPA), nor do they 
follow generally accepted accounthrg principles. 

On February 20, 1991, a statement of Custom Blended Oils, Inc.'s working capital as of 
December 31, 1990 estimated by R. Ray Simpson, CPA, was supplied by Allen Wojtas, U.S. 
EPA. It is unknown if this document represents audited iurformation (we would assume that 
it does) or if it is, agani, a representation of Custom Blended Oils, Inc.'s managenrent. 

On Febmary 26, 1991, Custom Blended Oils, Inc.'s 1989 Corporate Inconie Tax Retum and 
detailed listings of Custom Blended Oils, Inc.'s accounts receivable (December 31, 1990) and 
accounts payable (December 31, 1990), each compiled by R. Ray Simpson, CPA, were 
supplied by Allen Wojtas, U.S. EPA. Also provided was a letter written by Lorene Winkle, 
President of Custom Blended Oils, Inc. identifying a list of employees that have been laid- 
off and the respective date of each employee lay-off. 



Mr. Allen Wojtas 	 -3- 	 March 5, 1991 

Observations Regardin¢ Ability to Pav 

The following financial observations are based on a list of current 1990 drivers, inventory list, 
arnd clauns infonnation, all provided by Custom Blended Oils, Inc. inarragement. 

Custoni Blended Oils, Inc. employed eight (8) drivers in 1990. The numbe.r of 
drivers previously employed by Custom Blended Oils, Inc. is unknown, therefore 
we are uncertain as to whether hirhigs have occurred, lay-offs have been made, 
or if this is the "nonnal" staff. 

The inventory list provided shows tliat Custom Blended Oils, Inc. manitains 
offrce equipment and operating equipment that value (at purchase price) 
$435,470. The actual worth of these assets is not known, however it is clear 
that Custom Blended Oils, Ine. does have assets that can be sold to generate 
cash. 

Claim infonnation for Custom Blended Oils, Inc. is provided. It is uncertain 
whether the values given are the actual antounts of the claims or if these values 
constitute the portion of the claim to be paid by Custom Blended Oils, Ine. 
Consideriug our uncertainty regarding the claim given by Cnstom Blended Oils, 
Inc.'s managenient, we cannot make an assessment of how Custom Blended Oils, 
Inc.'s payment of these clahns would effect the firm's ability to pay the imposed 
civil penalty. 

Based on the Septernber 30, 1990 frnancial statements (balance sheet, income statement, and 
statement of changes in retairred earnings) provided by Custom Blended Oils, Inc. management, 
Deceinber 31, 1990 statement of working capital, the 1989 Corporate Income Tax Return, the 
listings of accounts receivable and payable as of December 31, 1990, and Lorene Winkle's 
letter identifying the employees laid-off from Custom Blended Oils, Inc., the following 
observations have been made: 

As of December 31, 1990, Custom Blended Oils, Inc.'s working capital position 
is a negative $144,390 (calculated as current assets less current liabilities, i.e., 
$171,341 -$315,731 =$(144,390)). It is in the opinion of R. Ray Sinnpson, 
CPA for Custom Blended Oils, Inc. that "the company would not be able to 
cash flow any additional loan payments or penalty assessments at this time." 
If these figures are accurate and follow generally accepted accounting principles, 
we concur with Mr. Simpson's opinion and additionally ask, how cau this firm 
remain ni business? 
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Financial ratios connnonly used to assess ability to pay (see U.S. EPA. 1987 
(September 30). ABEL Users Manual) indicate that based on Custom Blended 
Oils, Inc.'s 1989 Corporate hicome Tax Retum (year ending September 30, 
1990) the finn is solvent and maintains a healthy liquidity, however an 
extremely high debt to equity ratio (43.19) nidicates that the fnnr will experience 
great difficulty in borrowing funds. 

Custom Blended Oils, Inc.'s ccnn'ent ratio of 4.03 indicates healthy liquidity 
which differs from the current ratio (1.80) calculated using the September 30, 
1990 frnancial statements based on Custom Blended Oils, Inc.'s management 
figures. Both the beaver's ratio (0.30) and the times interest eatned ratio (2.60) 
indicate solvency as did the beaver's ratio and times niterest earned calculated 
using Custom Blended Oils, Inc.'s unaudited September 30, 1990 financial 
statements. The large discrepaucy between the debt to equity ratios (43.1.9 and 
0.97, based on 1989 Corporate Income Tax Retum information and the unaudited 
September 30, 1990 financial statements infonnation, respectively) may be due 
to the compilation of Income Tax Returns on a cash basis, however, it is more 
likely due to the large difference nn the reported retained earnnigs (unaudited 
September 30, 1990 fmancial statement, $250,809; 1989 Corporate Income Tax 
Retum (year endiug September 30, 1990), ($5,350)). (See Table 1.) 

• 	According to Custom Blended Oils, Inc.'s 1989 Corporate Income Tax Return 
(year end'nrg September 30, 1990) sales are $1,732,118, an increase of $171,761 
since 1988 ($1,560,357). This amount is comparable to that given by Custoin 
Blended Oils, Inc.'s management on their September 30, 1990 fittancial statement 
($1,731,092). However, the taxable income ($250), cash flow ($62,571), total 
assets ($205,491) and mortgages aud notes ($192,457) given on the 1989 
Corporate Income Tax Retuni differ from the figures given on the unaudited 
Septembex 30, 1990 financial stateinents (i.e., taxable income, $85,059; cash 
flow, $118,808; total assets, $589,225; mortgages and riotes, $295,279). 

The discrepancy between the taxable income figures are accounted for as some 
of the expenses reported on the 1989 Corporate Income Tax Retum are greater 
than those report on the unaudited September 30, 1990 financial statements (i.e., 
repairs ($9,975 difference); rents ($1,487 difference); taxes ($2,689 difference); 
depreciation ($28,572 difference); postage ($534 difference); supplies ($80,432 
difference)). In addition, the net operating loss deduction ($38,441) was 
accounted for on the 1989 Corporate Income Tax Retum, reducing the taxable 
income to an even smaller amount. 

The cash flow difference (calculated as taxable income and depreciation; 1989 
Income Tax Return, $62,571; unaudited Septernber 30, 1990 financial state.ments, 
$118,808) is accounted for by the discrepancies in taxable income, but this 
large difference is somewhat offset by the discrepancy iu the stated depreciation 
ainounts (1989 Income Tax Return, $250 +$62,321; unaudited September 30, 
1990 fmancial statements, $85,059 +$33,749). The smaller reported aniounts 
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for total assets and for mortgages and notes on the 1989 Corporate Income Tax 
Return is due, again, to the compilation of Income Tax Returns on a cash basis. 
Accounts receivable and iuventory, and accounts payable were not included in 
the 1989 Income Tax Retum calculations for total assets and for mortgages and 
notes, respectively, howeve.r they were used 'ni calculating these £igures using 
the unaudited September 30, 1990 financial statements (see Table 1). 

• 	A list of Custom Blended Oils, Inc.'s accounts receivable as of December 31, 
1990 cornpiled by R. Ray Sirnpson, CPA, shows a net value of $83,022.81 (total 
of $92,281.66 less bad debts of $9,258.85). This amount corresponds to the 
ainount used in calculating Custom Blended Oils, Inc.'s working capital position 
as of December 31, 1990. When comparing this amount ($83,022.81) with the 
September 30, 1990 amount ($121,586) from the unaudited financial statements, 
it appears that Custom Blended Oils, Inc. has received $38,563.19 in payment 
of accounts receivable siuce September 30, 1990. 

• 	A list of Custom Blended Oils, Inc.'s accounts payable as of December 31, 1990 
compiled by R. Ray Simpson, CPA, shows a value due of approximately 
$372,000. This amount differs froin that used 'ni R. Ray Simpson's, CPA, 
compilation of working capital as he has a current liability amonnt (accounts 
payable and current portion of long-term debt of $315,731). When comparing 
these ainounts with the September 30, 1990 amount ($54,966) from the 
miaudited financial statements, it appears that Custom Blended Oils, Inc. has 
incurred approximately $261,000 (December 31, 1990 statement of working 
capital) to $317,000 (Decernber 31, 1990 list of accounts payable) in debt since 
September 30, 1990. 

• 	A letter dated February 14, 1991 from Lorene Winkle, President of Custom 
Blended Oils, Ine. identified eight (8) employees that have been laid off and the 
date that each employee was laid off. She states that the reason for the lay- 
offs is because the firin does not have the funds to pay the employees. In 
addition, their business level has beconre lower than at any thne she can 
remember and no relief is seen ni the near future. 

In general, these more recent data lead to conflicting results. For exatnple, the f.inancial 
ratios commonly used to assess ability to pay and the current financial position of Custom 
Blended Oils, Ine. based on the September 30, 1990 fmancial statements provided by Custom 
Blended Oils, Inc. management indicate that the firm should be able to pay the civil penalty 
and remain viable. However, the accuracy of the docmnents from which this infonnation was 
taken (previously discussed under Natur•e of Documents ) must be carefully considered. In 
conti-ast, the Deceinber 31, 1990 statement of working capital, the 1989 Corporate Iucome Tax 
Report, the listings of accounts receivable and payable as of Deeeniber 31, 1990, artd Lorene 
Winkle's letter identifying laid-off employees, suggest that Custom Blended Oils, Inc. is faciug 
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hardship in its business operation and would currently have difficulty in paying the assessed 
civil penalty. Considering this recent data along with their historical data, it is our opinion 
that Custom Blended Oils, Inc. has significant financial problems and could only pay the civil 
pe.nalty through liquidation of assets as suggested in our November 28, 1990 letter report. 
Their viability at that point would be ]righly marginal. 

Ability to Pay Issues and Coneertes 

The following are questions or issues on the party's ability to pay based on our review of the 
most current documents provided: 

• 	Information given on the September 30, 1990 financial staternents provided by 
Custom Blended Oils, Inc.'s management is "unaudited" which significantly 
reduces the confidence that can be placed on any conclusions about Custom 
Blended Oil, Inc.'s ability to pay. 

• 	Information is not available on what happened "financially" to Custom Blended 
Oils, Inc. between September 30, 1990 and December 31, 1990. Based on the 
December 31, 1990 statement of working capital, cash decreased $86,180. It 
is not apparent why cash decreased as no itemized list of the current assets or 
current liabilities given on the statement of working capital (12/31/90) is 
provided. Some funds may have been used to pay expenses and to decrease the 
current long-temi debt ($104,309 -$89,340 =$14,969). However, while current 
long-tenn debt declined, accounts payable increased $171,425 (from $54,966 
(9/30/90) to $226,391 (12/31/91)). More information is needed to clarify this 
firm's financial position. 

• 	Infonnation given on the list of accounts payable as of December 31, 1990 
provided by R. Ray Simpson, CPA, slrows a greater value of accounts payable 
thair does the December 31, 1990 statement of working capital also provided by 
R. Ray Simpson, CPA. Possibly, the list contains a portion of the current long- 
te.rm debt as well as accomus payable, however clarifrcation of this discrepancy 
would be helpful in determinnig the true financial condition of Custom Blended 
Oils, hzc. 

As previously stated, further niformation regarding the accuracy of the financial statements and 
additional finaucial iufonnation would be helpful in completing a more thorough assessment 
with better reliability on the ability of Custom Blended Oils, Inc. to pay the civil penalty the 
U.S. EPA is seeking. In addition, there are several issues and concerns addressed in our 
previous letter reports (i.e., November 2, 1990 and November 28, 1990) that have not yet been 
explained. Insight into these issues and concenis would also be helpful in completing a more 
thorough assessment. 
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All fn-iancial assessments made in this report are based on information provided by Custom 
Blended Oils, Iric. and R. Ray Simpson, CPA, to the U.S. EPA. Lack of previously 
nientioned iuformation makes it nnpossible to perform a complete assessment of Custom 
Blended O'rls, Hrc.'s ability to pay the civil penalty sought by the U.S. EPA. 

Given the findings of this letter report conceming Custoin Blended 011s, Inc., we will await 
further guidance from you. Please call if you have any questions. 

Sincerely, 

Shelly L. o er 
Y V 

Analyst 

ms/3729.046 

cc: 	Toni Lentzen, M&E 
Dan Francke, DPRA 
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February 26, 1991 

Allen Wqjtas 
MI/WI Technical Enforcement Section 
RCRA Enforcement Branch 
EPA, Region V 
Cliicago, IL 60604 

RE: Letter Report, TES X, WA No. R05046 Ctistom Blended Oils, Inc. (E&I. Tank 
Cleatrers, Inc.) Finajicial Assessment of Ability to Pay; Supplemental Analysis 
of More Current Data 

Dear Mr. Wojtas: 

We summarize below the results of our i-eview of tlre financial records provided to us on 
Wednesday, February 13, 1991 aud on Wednesday, Febniary 20, 1991. The tinancial records 
provided itrclude: (1) September 30, 1990 fmancial statements o£ Custotn Blended Oils, Ine. 
compiled by R. Ray Simpson, Certifred Public Accountant (CPA). Included with the balance 
sheet, income statement and statetnent of changes in retained eamings are an inventoty list, 
claims infonnation and a list of Custom Blended Oils, Inc.'s current 1990 drivers. Altlhougli 
these documents were compiled by Mr. Simpson, the infonnation given on them is a 
represent<ttion of Custom Blended Oilc, Lic.'s management and have not been audited nor 
reviewed by Mr. Simpsou; and (2) December 31, 1990 statetnent of working capital (current 
assets less eurrent liabilities) compiled by R. Ray Simpson, CPA. 

This analysis supplenients our previous letter reports dated November 2, 1990 and November 
28, 1990 pertaining to a potentially liable party's (PLPs) ability to pay a civil penalty 
associated with the Custom Blended Oils, Ine. (E&L Tank Cleaners, Inc.) site. In addition, 
we have presented issues wd questions which, once resolved, would provide additional 
infonnation for making a final assessment of the facility's ability to pay the civil penalty 
which the U.S. Environmental Protection Agency (U.S. EPA) is seeking. 

BackQround and Purpose 

Custom Blended Oils, Inc. (E&L Tank Cleatrers, Inc.) is a treattnent/storage/disposal facility 
that also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje 
Road, Peotone, Illinois. Ernest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks 
Cleaners, lnc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40 
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to this NOV, U.S. 
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA 
on January 12, 1989 indicating violations whicli were detennined during a November 18, 1988 
inspection of the facility. In response to an April 21, 1989 Infortnation Request issued by the 
U.S. EPA, Custom Blended Oils, Inc. contended that they did not market off-specification used 
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to thern. 

i,Ja  
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Ilowever, the IJ.S. EPA has issued a Complaint and Compliance Order which specifies tliat 
Custoru Blended Oils, Inc. has failed to meet particular RC'RA requirements relating to the 
marketing of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750 
was proposed for the noncompliance. During negotiations witlt the facility, representatives 
iudicated that the facility is unable to pay the proposed civil penalty. 

The pur-pose of this Letter Report is to supplement previous assessments of Custom Blended 
Oils, Inc.'s (E&L Tank Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provide 
a current assessment of the adequacy of the new documents received from U.S. EPA, in the 
fonn of issues and/or questions for any subsequent enforcement proceedings. ruconsistencies 
are found between the Septeinber 30, 1990 financial statements and the Decetnber 31, 1990 
statement of working capital. It appears, from the September 30, 1990 documents, that 
Custom Blended Oils, Inc. is a profitable finn and would have no problem paying the assessed 
civil penalty, however the validity of these documents is questioned as they represent Custom 
Blended Oils, Inc.'s management figures and have not been audited or reviewed by a CPA. 
The lleceinber 31, 1990 statement of working capital shows a negative $144,390, hence, 
Custom Blended Oils, Inc. would be unable to make any payinent of the assessed civil 
penalty. The iuconsistencies make any new nisights into ability to pay uncertain. 

This assessment has been completed as part of TES X Work Assigiunent No. R05046 under 
EPA Connact No. 68-W9-0007. 

Natur-e of Docunients 

On February 13, 1991, copies of Custom Blended Oils, Inc.'s September 30, 1990 balance 
sheet, income statement, and statement of changes lll retauied earnings as developed by 
Custom Blended Oils, Inc.'s management and compiled by R. Ray Simpson, CPA, were 
supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom 
Blended Oils, hic.'s current drivers for 1990, inventory, and claim information snice 1988. 
These docuinents merely represent infomtation from Custom Blended Oils, Inc.'s management 
and have not been audited or reviewed by a Certified Public Accountarnt (CPA), nor do they 
follow generally accepted accounting principles. 

On February 20, 1991, a statement of Custom Blended Oils, Inc.'s workiug capital as of 
December 31, 1990 estimated by R. Ray Sunpson, CPA, was again supplied by Allen Wojtas, 
U.S. EPA. It is unknown if this document represents audited infonnation (we would assume 
that it does) or if it is, again, a representation of Custom Blended Oils, Inc.'s management. 

Preliminary Conclusions on Ahility to Pay 

Based on the September 30, 1990 financial stateme.nts for current Blended Oils, Inc., list of 
current 1990 drivers, inventory list and clanns infonnation, the following financial observations 
have been ntade: 
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Fhiancial ratios commonly used to assess ability to pay (see U.S. EPA 1987 
(Septernber 30) ABEL Users Manual) indicate that based on the September 30, 
1990 conditions alone, Custom Blended Oils, Inc.'s business operations are 
margbial, if not successful. Although the current ratio (1.80) indicates that the 
finn may suffer from liquidity problems, botti the beaver's ratio (0.47) and the 
times interest eanred ratio (5.12) indicate that the finn is solvent. The debt to 
equity ratio (0.97) shows that additional debt capacity may be possible (see 
Table 1).  

According to Cuatom Blended Oils, Inc.'s Septeinber 30, 1990 income statement, 
sales have increased $170,735 since 1988 (1990: $1,731,092; 1988: $1,560,357). 
This increase may be accounted for by the "other incotne" reported in 1990 
($177,296). It is unkuown from the documents provided what constitutes "other 
income." Net income for Custom Blended Oils, Inc. ($85,059) indicates that 
the firm was more profitable in 1990 than it has ever been. Cash flow 
($118,808) and total assets ($589,225) have approximately doubled since 1988, 
and mortgages and notes have decl'uied slightly to $295,279 (see Table 1). 

Custom Blended Oils, Inc. eniployed eiglrt (8) drivers in 1990. The number of 
drivers previously eniployed by Custom Blended Oils, Inc. is unknown, therefore 
we are uncertain as to wbether hirings have occurred, lay-offs have been made, 
or iP this is the "normal" staff. 

The inventory list provided shows that Custom Blended Oils, Inc. maintains 
office equipment and operatiug equipinent that value (at purcliase price) 
$435,470. The actual woith of these assets is not known, however it is clear 
that Custom Blended Oils, Inc. does have assets that can be sold to generate 
cash. 

Claim iuiformation for Custom Blended Oils, Inc. is provided. It is uncertain 
whether the values given are the actual amounts of the claints or if these values 
constitute the portion of the claim to be paid by Custom Blended Oils, Inc. 
Considering our uncertainty regarding the claim given by Custotn Blended Oils, 
Inc.'s management, we camiot make an assessment of how Custom Blended Oils, 
Inc.'s payment of these claims would effect the firni's ability to pay the imposed 
civil penalty. 

Although the fmancial ratios comnionly used to assess ability to pay and the current financial 
position of Custom Blended Oils, Inc. indicate that the film should be able to pay the civil 
penalty and remain viable, the accuracy of the latest documents from which tlus infonnation 
was taken (previously discussed under  Nature of Documents ) must be carefully considered. 

Based on the December 31, 1990 statement of working capital, the following observation has 
been made: 
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• 	As of December 31, 1990, Custoin Blended Oils, Inc.'s workuig capital position 
is a negative $144,390 (calculated as current assets less current liabilities, i.e., 
$171,341 -$315,731 =$(144,390)). It is in the opinion of R. Ray Simpson, 
CPA for Custom Blended Oils, Inc. that "the company would not be able to 
cash flow any additional loan payments or penalty assessments at this time." 
If these frgures are accurate and follow generally accepted accounting principles, 
we concur with Mr. Simpson's opinioax atid additioraally ask, how can this frrm 
remain in business? 

AbilitV to Pay Issues and Concerris 

The follownig are questions or issues on the pazty's ability to pay based on our review of the 
most current documents provided: 

• 	Inforrnation given on the Septembes 30, 1990 fmancial statements provided by 
Ci.istom Blended Oils, Inc.'s management is "unaudited" whicti significantly 
reduces the confidence that can be placed on any conclusions about Custotn 
Blended Oil, Inc.'s ability to pay. 

Infonnation is not available on what happened "financially" to Custom Blended 
011s, Inc. between September 30, 1990 and December 31, 1991. The firin 
received some of their accounts receivable, etnployee advaraces were used, as 
was some of the prepaid interest, yet cash decreased $86,180. Some funds may 
have been used to pay expenses aud to decrease the current long-tenn debt 
($104,309 -$89,340 =$14,969). Iiowever, while current long-term debt 
declined, acc.ounts payable increased $171,425 (from $54,966 (9/30/90) to 
$226,391 (12/31/91)). More information is needed to clarify this finn's financial 
position. 

As previously stated, fiirther infomiation regarding the accuracy of the financial statements and 
additional finatucial information would be helpful in completirtg a more thorough assessment 
with better reliability on the ability of Custom Blended Oils, hic. to pay the civil penalty the 
U.S. EPA is seeking. 

All financial assessments made in tliis repon are based on niformation provided by Cttstom 
Blended Oils, Inc. and R. Ray Simpson, CPA, to the U.S. EPA. Lack of previously 
mentioned information makes it nnpossible to perfonn a complete assessment of Custoin 
Blended Oils, Inc.'s abflity to pay the civil penalty souglit by the U.S. EPA. 
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Given the findings of this letter report conceming Custom Blended OIls, Inc., we will await 
fuilher guidance from you. Please call if you have auy questions. 

Sincerely, 

Shelly L. 	olrler 
Analyst 

ms/3729.046 

cc: 	Tonz Lentzen, M&E 
Dan Francke, DPRA 
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R. RA1' SIMPS®N 
Certified Public Accountant 

13 CHARLTON DRIVE 	 107 NORTH DIX1E 
KANKAKE£, ILLINOIS 60901 	 MOMENCE, ILLINOIS 60954 

PHONE: (815) 932-3282 	 PHONE: (815) 472-2614 

February 1, 1991 

Sandra R. Otaka, Esq. 
Assistant Regional Counsel 
U.S. Environmental Protection Agency 
Region V 
230 South Dearborn Street 
Chicago, Il 60604 ' 

Re:Custom Blended Oils, Inc. 
USEPA ID NO. ILD069503944 

Dear Counsellor: 

I have reviewed the current financial position of Custom 
Blended Oils, Inc. as of December 31, 1990. After calculating 
their current working capital position to be in excess of a 
negative $100,000, it is my opinion that the company would not 
be able to cash flow any additional loan payments or penalty 
assessments at this time. Furthermore, I don't believe a financial 
institution would consider a loan at this time based on their 
ability to pay. 

Very Truly Yours, 
> 

R. Ray 6impson 

Subscribed and sworn to before me this lst day~o£ ebruary, 199 - 
~ 	 i 

~G'~ u 
----- 	 NOTARY PIIBLIC , ~ -~ 

OFF~IAL eEAL 	 ~% 
.w+a++ca~xw.r 	 ~ 

«arY NabHe. sw.ol IlNtbh 

o~na7w.dn, [>roin► J~n. 2,s1.,s93 



i► , ~ ►<~ 	1/l 

March 1, 1991 

Allen Wojtas 
MI/WI Technical Enforcement Section 
RCRA Enforcement Branch 
EPA, Region V 
Chicago, IL 60604 

~ 

~) 

RE: Letter Report, TES X, WA No. R05046 Custom Blended Oils, Inc. (E&L Tank 
Cleaners, Inc.) Financial Assessment of Ability to Pay; Supplemental Analysis 
of More Current Data--Replacement of Letter Report Dated February 26, 1991. 

Dear Mr. Wojtas: 

Due to our receipt of additional Custom Blended Oils, Inc. information on February 26, 1991, 
and because this supplemental infonnation is so similar to the information summarized in our 
February 26, 1991 letter report, this letter report will serve as a replacement for the letter 

;., report dated February 26, 1991. '. 

We summarize below the results of our review of the financial records provided to us on 
Wednesday, February 13, 1991, Wednesday, February 20, 1991 and on Tuesday, February 26, 
1991. The fmancial records provided include: (1) September 30, 1990 fmancial statements of 
Custom Blended OIls, Inc. compiled by R. Ray Simpson, Certified Public Accountant (CPA). 
Included with the balance sheet, income statement and statement of changes in retained 
eamings are an inventory list, claims information and a list of Custom Blended Oils, Inc.'s 
current 1990 drivers. Although these documents were compiled by Mr. Simpson, the 
infonnation given on them is a representation of Custom Blended Oils, Inc.'s management and 
have not been audited nor reviewed by Mr. Simpson; (2) December 31, 1990 statement of 
working capital (current assets less current 1"rabilities) compiled by R. Ray Simpson, CPA; 
and (3) 1989 Corporate Income Tax Retum and detailed listings of accounts receivable (as of 
December 31, 1990) and accounts payable (as of December 31, 1990), all compiled by R. Ray 
Simpson, CPA, as well as a list of Custom Blended Oils, Inc.'s employee lay-offs compiled 
by Lorene Winkle, President of Custom Blended Oils, Inc. 

This analysis supplements our previous letter reports dated November 2, 1990 and November 
28, 1990 pertaining to a potentially liable party's (PLPs) ability to pay a civil penalty 
associated with the Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) site. In addition, 
we have presented issues and questions which, once resolved, would provide additional 
infonnation for making a fmal assessment of the facility's ability to pay the civil penalty 
which the U.S. Environmental Protection Agency (U.S. EPA) is seeking. 
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Backeround and Purvose 

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility 
that also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje 
Road, Peotone, Illinois. Emest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks 
Cleaners, Inc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40 
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to this NOV, US. 
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA 
on January 12, 1989 indicating violations which were detetmined during a November 18, 1988 
inspection of the facility. In response to an April 21, 1989 Information Request issued by the 
U.S. EPA, Custom Blended Oils, Inc. contended that they did not market off-specification used 
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to tliem. 

However, the U.S. EPA has issued a Complaint and Compliance Order which specifres that 
Custom Blended Oils, Inc. has failed to meet particular RCRA requirements relating to the 
marketing of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750 
was proposed for the noncompliance. During negotiations with the facility, representatives 
indicated that the facility is unable to pay the proposed civil penalty. 

The purpose of this Letter Report is to supplement previous assessments of Custom Blended 
Oils, Inc.'s (E&L Tank Cleaners, Inc.) ability to pay a civIl penalty of $85,750 and to provide 
a current assessment of the adequacy of the new documents received from U.S. EPA, in the 
form of issues and/or questions for any subsequent enforcement proceedings. Inconsistencies 
are found among the September 30, 1990 financial statements, the December 31, 1990 
statement of working capital, and the 1989 Corporate Tax Retum, lists of accounts receivable 
and payable (December 31, 1990), and Custom Blended Oils, Inc.'s lay-off information.0  lt 
appears, from the Septem,ber, ~0, ~1990 documents, that Custom Blended Oils, Inc. is a 
profitable fum and would`have-no-prbblem-paying the assessed civil penalty, however the 
validity of these documents is questioned as they represent Custom Blended OIls, Inc.'s 
management figures and have not been audited or reviewed by a CPA. The December 31, 
1990 statement of working capital shows a negative $144,390, hence, Custom Blended Oils, 
Inc. would be unable to make any payment of the assessed civil penalty. The 1989 Corporate 
Income Tax Retum showing a taxable income of $250 and Lorene Winkle's letter identifying 
laid-off employees of Custom Blended Oils, Inc. also indicate that Custom Blended Oils, Inc.'s 
business operation is not currently successful and that the firm is unlikely to have the funds 
available to make any payment of the civil penalty. The inconsistencies make any new 
insights into ability to pay uncertain. 

This assessment has been completed as part of TES X Work Assignment No. R05046 under 
-` ',_.,_EPA_Contract No. 68-W9-0007. 	 _ 

Nature of Documents 

On Febniary 13, 1991, copies of Custom Blended Oils, Inc.'s September 30, 1990 balance 
sheet, income statement, and statement of changes in retained earnings as developed by 
Custom Blended Oils, Inc.'s management and compiled by R. Ray Simpson, CPA, were 
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supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom 
Blended OIls, Inc.'s current drivers for 1990, inventory, and claim information since 1988. 
These documents merely represent infotmation from Custom Blended Oils, Inc.'s management 
and have not been audited or reviewed by a Certifred Public Accountant (CPA), nor do they 
follow generally accepted accounting principles. 

On February 20, 1991, a statement of Custom Blended Oils, Inc.'s working capital as of 
December 31, 1990 estimated by R. Ray Simpson, CPA, was supplied by Allen Wojtas, U.S. 
EPA. It is unlmown if this document represents audited information (we would assume that 
it does) or if it is, again, a representation of Custom Blended OIls, Inc.'s management. 

On Febmary 26, 1991, Custom Blended Oils, Inc.'s 1989 Corporate Income Tax Retum and 
detailed listings of Custom Blended Oils, Inc.'s accounts receivable (December 31, 1990) and 
accounts payable (December 31, 1990), each compiled by R. Ray Simpson, CPA, were 
supplied by Allen Wojtas, U.S. EPA. Also provided was a letter written by Lorene Winkle, 
President of Custom Blended Oils, Inc. identifying a list of employees that have been laid- 
off and the respective date of each employee lay-off. 

PreJimrrzary-Gonclusions erFAbility to Pay  

Based on -the September 30, 1990--fmancial_-statements-€or - 	t Blended Oils, Inc., list of ` 

	

cunent 1990 drivers,`inventory list and claims information; te following financial observations 	" 
have been made ~c 	 ~ 

• 	Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987 

	

(September 30) ABEL Users Manual) indicate that based on the September 30, 	Y= ' 
1990 -conditions alone, Custom Blended Oils, Inc.'s business operations are 
marginal, if iiot,successful. Although the current ratio (1.80) indicates that the 
finn may suffer frorrt liquidity problems, both the beaver's ratio (0.47) and the 
times interest eamediatiq (5.12) indicate that the firm is solvent. The debt to 

	

equity rario (0.97) shows -that_additional debt capacity may be possible (see 	̂ 
Table 1).  

X' 	g  • 	According to Custom Blended Oils, Inc.'s September 30, 1990 income statement, 
sales have increased $170,735 since 1988 (1990: $1,731,092; 1988: $1,560,357). 
This increase-.may be accounted for by the "other income" reported in 1990 
($177,296). It is unlfftowzlfrom the documents provided what constitutes "other 
income." Net income for Custom-BJended Oils, Inc. ($85,059) indicates that 

^! 

	

	the firm was more profrtable in 1990°'than..it has ever been. Cash flow 
($118,808) and total assets ($589,225) have approximately doubled since 1988, 

, and mortgages and notes have declined slightly to $295,279 (see :Table 1). 
. 	 , , 	

---.._ 	 , 
 

"- 	rs 	• 	Custom Blended Oils, Inc. employed eight (8) drivers in 1990. The number of 
drivers previously employed by Custom Blended Oils, Inc. is unlrnown, therefore 
we are uncertain as to whether hirings have occurred, lay-offs have been made, 
or if this is the "normal" staff. 
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• 	The inventory list provided shows that Custom Blended Oils, Inc. maintains 
office equipment and operating equipment that value (at purchase price) 
$435,470. The actual worth of these assets is not known, however it is clear 
that Custom Blended OIls, Inc. does have assets that can be sold to generate 
cash. 

• 	Claim information for Custom Blended Oils, Inc. is provided. It is uncertain 
whether the values given are the actual amounts of the claims or if these values 
constitute the portion of the claim to be paid by Custom Blended Oils, Inc. 
Considering our uncertainty regarding the claim given by Custom Blended Oils, 
Inc.'s management, we cannot make an assessment of how Custom Blended Oils, 
Inc.'s payment of these claims would effect the fum's abIlity to pay the imposed 
civil penalty. 

Although the financial ratios commonly used to assess ability to pay and the eurrent financial 
position of Custom Blended Oils, Inc. indicate that the firm should be able to pay the civil 
penalty and remain viable, the accuracy of the katest-documents from which this information 
was taken (previously discussed under  Nature of Documents ) must be carefully considered. 

Based on the December 31, 1990 statement of working capital, the 1989 Corporate Income 
Tax Retnm, the listings of accounts receivable and payable as of December 31, 1990, and + 
Lorene Winkle's letter identifying the employees laid-off from Custom Blended Oils, Inc., the 
following observations have been made: 

• 	As of December 31, 1990, Custom Blended Oils, Inc.'s working capital position 
is a negative $144,390 (calculated as current assets less current liabilities, i.e., 
$171,341 -$315,731 =$(144,390)). It is in the opinion of R. Ray Simpson, 
CPA for Custom Blended Oils, Inc. that "the company would not be able to 
cash flow any additional loan payments or penalty assessments at this time." 
If these figures are accurate and follow generally accepted accounting principles, 
we concur with Mr. Simpson's opinion and additionally ask, how can this fum 
remain in business? 

• 	Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987 
(September 30). ABEL Users Manual) indicate that based on Custom Blended 
Oils, Inc.'s 1989 Corporate Income Tax Retum (year ending September 30, 
1990) the fum is solvent and maintains a healthy liquidity, however an 
extremely high debt to equity ratio (43.19) indicates that the frtm will experience 
great difficulty in borrowing funds. 

Custom Blended Oils, Inc.'s current ratio of 4.03 indicates healthy liquidity 
which differs from the current ratio (1.80) calculated using the September 30, 
1990 fmancial statements based on Custom Blended Oils, Inc.'s management 
frgures. Both the beaver's ratio (0.30) and the times interest eamed ratio (2.60) 
indicate solvency as did the beaver's ratio and times interest eamed calculated 
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using Custom Blended Oils, Inc.'s unaudited September 30, 1990 financial 
statements. The large discrepancy between the debt to equity ratios (43.19 and 
0.97, based on 1989 Corporate Income Tax Return information and the unaudited 
September 30, 1990 financial statements information, respectively) is due to the 
compilation of Income Tax Retums on a cash basis. Therefore no accounts 
payable were included as part of the total liabilities used in calculating the ratio 
from the 1989 Income Tax Retum, but accounts payable was included in 
calculating the ratio when using the unaudited fmancial statements. The absence 
of accounts payable from total liabilities accounts for the high debt to equity 
ratio (see Table 1). 

According to Custom Blended OIls, Inc.'s 1989 Corporate Income Tax Retum 
(year ending September 30, 1990) sales are $1,732,118, an increase of $171,761 
since 1988 ($1,560,357). This amount is comparable to that given by Custom 
Blended Oils, Inc.'s management on their September 30, 1990 fmancial statement 
($1,731,092). However, the taxable income ($250), cash flow ($62,571), total 
assets ($205,491) and mortgages and notes ($192,457) given on the 1989 
Corporate Income Tax Retum differ from the figures given on the unaudited 
September 30, 1990 fmancial statements (i.e., taxable income, $85,059; cash 
flow, $118,808; total assets, $589,225; mortgages and notes, $295,279). 

The discrepancy between the taxable income frgures are accounted for as some 
of the expenses reported on the 1989 Corporate Income Tax Retum are greater 
than those report on the unaudited September 30, 1990 fmancial statements (i.e., 
repairs ($9,975 difference); rents ($1,487 difference); taxes ($2,689 difference); 
depreciation ($28,572 difference); postage ($534 difference); supplies ($80,432 
difference)). In addition, the net operating loss deduction ($38,441) was 
accounted for on the 1989 Corporate Income Tax Retum, reducing the taxable 
income to an even smaller amount. 

The cash flow difference (calculated as taxable income and depreciation; 1989 
Income Tax Retum, $62,571; unaudited September 30, 1990 fmancial statements, 
$118,808) is accounted for by the discrepancies in taxable income, but this 
large difference is somewhat offset by the discrepancy in the stated depreciation 
amounts (1989 Income Tax Retum, $250 +$62,321; unaudited September 30, 
1990 financial statements, $85,059 +$33,749). The smaller reported amounts 
for total assets and for mortgages and notes on the 1989 Corporate Income Tax 
Retum is due, again, to the compilation of Income Tax Retums on a cash basis. 
Accounts receivable and inventory, and accounts payable were not included in 
the 1989 Income Tax Retum calculations for total assets and for mortgages and 
notes, respectively, however they were used in calculating these figures using 
the unaudited September 30, 1990 financial statements (see Table 1). 

A list of Custom Blended Oils, Inc.'s accounts receivable as of December 31, 
1990 compiled by R. Ray Simpson, CPA, shows a net value of $83,022.81 (total 
of $92,281.66 less bad debts of $9,258.85). This amount corresponds to the 
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amount used in calculating Custom Blended Oils, Inc.'s working capital position 
as of December 31, 1990. When comparing this ainount ($83,022.81) with the 
September 30, 1990 amount ($121,586) from the unaudited financial statements, 
it appears that Custom Blended Oils, Inc. has received $38,563.19 in payment 
of accounts receivable since September 30, 1990. 

• 	A list of Custom Blended Oils, Inc.'s accounts payable as of December 31, 1990 
compIled by R. Ray Simpson, CPA, shows a value due of approximately 
$372,000. This amount differs from that used in R. Ray Simpson's, CPA, 
compilation of working capital as he has a current liability amount (accounts 
payable and current portion of long-term debt of $315,731). When comparing 
these amounts with the September 30, 1990 amount ($54,966) from the 
unaudited financial statements, it appears that Custom Blended Oils, Inc. has 
incurred approximately $261,000 (December 31, 1990 statement of working 
capital) to $317,000 (December 31, 1990 list of accounts payable) in debt since 
September 30, 1990. 

• 	A letter dated February 14, 1991 from Lorene Winkle, President of Custom 
Blended Oils, Inc. identified eight (8) employees that have been laid off and the 
date that each employee was laid off. She states that the reason for the lay- 
offs is because the finn does not have the funds to pay the employees. In 
addition, their business level has become lower than at any time she can 
remember and no relief is seen in the near future. 

=.> ~
,
c.~  

From these -dosunieliYs it appears that Custom Blended Oils, Inc. is facing hardship in its 
business operation.' It is our opinion that Custom Blended Oils, Inc. would currently have 
diffrculty in paying the assessed civIl penalty. 

Abiliry ro Pay Issues and Concerns 

The following are questions or issues on the parry's ability to pay based on our review of the 
most current documents provided: 

• 	Infonnation given on the September 30, 1990 financial statements provided by 
Custom Blended Oils, Inc.'s management is "unaudited" which significantly 
reduces the confrdence that can be placed on any conclusions about Custogk 
Blended Oil, Inc.'s ability to pay. 	 4~ 

• 	Information is not available on what happened "financially" to Custom Blended 
Oils, Inc. between September 30, 1990 and December 31, 1991:' Based on the 
December 31, 1990 statement of working capital, the firm received some of their 
accounts receivable, employee advances were used, as was some of the prepaid 
interest, yet cash decreased $86,180. Some funds may have been used to pay 
expenses and to decrease the current long-term debt ($104,309 -$89,340 = 
$14,969). However, while current long-term debt declined, accounts payable 
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increased $171,425 (from $54,966 (9/30/90) to $226,391 (12/31/91)). More 
information is needed to clarify this firm's financial position. 

• 	Information given on the list of accounts payable as of December 31, 1990 
provided by R. Ray Simpson, CPA, shows a greater value of accounts payable 
than does the December 31, 1990 statement of working capital also provided by 
R. Ray Simpson, CPA. Possibly, the list contains a portion of the current long- 
term debt as well as accounts payable, however clarifrcation of this discrepancy 
would be helpful in determining the true financial condition of Custom Blended 
Oils, Inc. 

As previously stated, further information regarding the accuracy of the financial statements and 
additional financial information would be helpful in completing a more thorough assessment 
with better reliability on the ability of Custom Blended Oils, Inc. to pay the civil penalty the 
U.S. EPA is seeking. 

All financial assessments made in this report are based on information provided by Custom 
Blended Oils, Inc. and R. Ray Simpson, CPA, to the U.S. EPA. Lack of previously 
mentioned information makes it impossible to perform a complete assessment of Custom 
Blended Oils, Inc.'s ability to pay the civil penalty sought by the U.S. EPA. 

Given the findings of this letter report conceming Custom Blended Oils, Inc., we will await 
further guidance from you. Please call if you have any questions. 

Sincerely, 

Shelly L. Wohler 
Analyst 

ms/3729.046 

cc: 	Tom Lentzen, M&E 
Dan Francke, DPRA 
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February 26, 1991 

Allen Wojtas 
MIJWI Technical Enforcement Section 
RCRA Enforcement Branch 
EPA, Region V 
Clucago,IL 60604 

RE: Letter Report, TES X, WA No. R05046 Custom Blended Oils, Inc. (E&L Tank 
Cleaners, Inc.) Financial Assessment of Ability to Pay; Supplemental Analysis 
of More Cturent Data 

Dear Mr. Wojtas: 

We summarize below the results of our review of the fmancial records provided to us on 
Wednesday, February 13, 1991 and on Wednesday, Febmary 20, 1991. The fmancial records 
provided include: (1) September 30, 1990 fmancial statements of Custom Blended Oils, Inc. 
compiled by R. Ray Simpson, Certifred Public Accotmtant (CPA). Included with the balance 
sheet, income statement and statement of changes in retained earnings are an inventory list, 
claims information and a list of Custom Blended Oils, Inc.'s current 1990 drivers. Although 
these documents were compiled by Mr. Simpson, the information given on them is a 
representation of Custom Blended Oils, Inc.'s managentent and have not been audited nor 
reviewed by Mr. Simpson; and (2) December 31, 1990 statement of working capital (current 
assets less current liabilities) contpiled by R. Ray Simpson, CPA. 

This analysis supplements our previous letter reports dated November 2, 1990 and November 
28, 1990 pertaining to a potentially liable party's (PLPs) ability to pay a civil penalty 
associated with the Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) site. In addition, 
we have presented issues and questions which, once resolved, wotild provide additioual 
information for making a fmal assessment of the facflity's ability to pay the civil penalty 
which the U.S. Environmental Protection Agency (U.S. EPA) is seekutg. 

Background and Purpose  

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility 
that also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje 
Road, Peotone, Illinois. Emest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks 
Cleaners, Inc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40 
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to this NOV, U.S. 
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA 
on January 12, 1989 indicating violations which were determined during a November 18, 1988 
inspection of tlte facility. In response to an April 21, 1989 Information Request issued by the 
U.S. EPA, Custom Blended Oils, Inc. contended that they did not market off-specifrcation used 
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to them. 

20CResearch,Dnve 	epgox72? 	Manhattan.Karsas665D2  
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However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that 
Custom Blended Oils, Inc. has failed to meet particular RCRA requirements relating to the 
m.u•keting of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750 
wa.s proposed for the noncompliance. During negotiations with the facility, representatives 
indicated that the facility is unable to pay the proposed civil penalty. 

The purpose of this Letter Report is to supplement previous assessments of Custom Blended 
Oils, Inc.'s (E&L Tank Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provide 
a current assessment of the adequacy of the new documents received fnom U.S. EPA, in the 
form of issues and/or questions for any subsequent enforcement proceedings. Inconsistencies 
are found between the September 30, 1990 fmancial statements and the December 31, 1990 
statement of working capital. Ir appears, from the September 30, 1990 documents, that 
Custom Blended Oils, Inc. is a profitable fum and would have no problem paying the assessed 
civil penalty, however the validity of these documents is questioned as they represent Custom 
Blended Oils, Inc.'s management figures and have not been audited or reviewed by a CPA. 
The Decernber 31, 1990 statement of working capital shows a negative $144,390, hence, 
Custom Blended Oils, Inc. would be unable to make any payment of the assessed civil 
penalty. The inconsistencies make any new insights into ability to pay uncertain. 

This assessment has been completed as part of TES X Work Assignment No. R05046 under 
EPA Contract No. 68-W9-0007. 

Nature of Documents 

On Febnrary 13, 1991, copies of Custom Blended Oils, Inc.'s September 30, 1990 balance 
sheet, income statement, and statement of changes in retained eamings as developed by 
Custom Blended Oils, Inc.'s management and compiled by R. Ray Simpson, CPA, were 
supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom 
Blended Oils, hic.'s current drivers for 1990, inventory, and claim information since 1988. 
These documents merely represent infonnation from Custom Blended Oils, Inc.'s management 
and have not been audited or reviewed by a Certified Public Accountant (CPA), nor do they 
follow generally accepted accounting principles. 

On February 20, 1991, a statement of Custom Blended Oils, Inc.'s working capital as of 
December 31, 1990 estimated by R. Ray Simpson, CPA, was again supplied by Allen Wojtas, 
U.S. EPA. It is unknown if this document represents audited information (we would assume 
that it does) or if it is, again, a representation of Custom Blended Oils, Inc.'s management. 

Preliminary Conclusions on Ability to Pay 

Based on the September 30, 1990 fmancial statements for current Blended Oils, Inc., list of 
current 1990 drivers, inventory list and claims infonnation, the following fmancial observations 
have been made: 
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• 	Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987 
(Septetnber 30) ABEL Users Manual) indicate that based on the September 30, 
1990 conditions alone, Custom Bleuded Oils, Inc.'s business operations are 
marguial, if not successful. Although the current ratio (1.80) indicates that the 
fitm may suffer from liquidity problems, both the beaver's ratio (0.47) and the 
times interest eanied ratio (5.12) indicate that the furm is solvent. The debt to 
eqttity ratio (0.97) shows that additional debt capacity may be possible (see 
Table 1). 

• 	According to Custom Blended Oils, hic.'s September 30, 1990 income statement, 
sales have increased $170,735 since 1988 (1990: $1,731,092; 1988: $1,560,357). 
This increase may be accounted for by the "oth®r nicome" repor4ed in 1990 
($177,296). It is unknown from the documents provided what constimtes "other 
income." Net income for Custom Blended Oils, Inc. ($85,059) indicates that 
the firm was more profitable in 1990 than it has ever been. Cash flow 
($118,808) and total assets ($589,225) have approzimately doubled since 1988, 
and mortgages and notes have declined slightly to $295,279 (see Table 1). 

• 	Custom Blended Oils, Inc. employed eight (8) drivers in 1990. The number of 
drivers previously employed by Custom Blended Oils, Inc. is unknown, therefore 
we are uncertain as to whetlier hirings have occurred, lay-offs have been made, 
or if this is the "normal" staff. 

• 	The inventory list provided shows that Custom Blended Oils, Inc. maintains 
office equipment and operating equipment that value (at purchase price) 
$435,470. The actual wotth of these assets is not known, however it is clear 
that Custom Blended Oils, Inc. does have assets that can be sold to generate 
cash. 

• 	Claitn information for Custom Blended Oils, Inc. is provided. It is uncertain 
whether the values given are the actual amounts of the claims or if these values 
coustitute the portion of the claim to be paid by Custom Blended Oils, Inc. 
Considering our uncertainty regarding the claim given by Custom Blended Oils, 
Inc.'s management, we cannot make an assessment of how Custom Blended Oils, 
Inc.'s payment of these claims would effect the £nm's ability to pay the imposed 
civil penalty. 

Although the fmancial ratios commonly used to assess ability to pay and the current fmancial 
position of Custom Blended Oils, Inc. indicate that the firm should be able to pay the civil 
penalty and remain viable, the accuracy of the latest documents from which this infonnation 
was taken (previously discussed under  Nature of Documents)  must be carefully considered. 

Based on the December 31, 1990 statement of working capital, the following observation has 
been made: 
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• 	As of December 31, 1990, Custom Blended Oils, Inc.'s working capital position 
is a negative $144,390 (caiculated as current assets less current liabilities, i.e., 
$171,341 -$315,731 =$(144,390)). It is in the opinion of R. Ray Simpson, 
CPA for Custom Blended Oils, Inc. that "the company would not be able to 
cash flow any additional loan payments or penalty assessments at this time." 
If these figures are accurate and follow generally accepted accounting principles, 
we concur with Mr. Simpson's opinion and additionally ask, how can this fum 
remain in business? 

Ability to Pay Issues and Concerns 

The following are questions or issues on the party's ability to pay based on our review of the 
most current documents provided: 

• 	Information given on the September 30, 1990 fmancial statements provided by 
Custom Blended Oils, Inc.'s management is "unaudited" which signifrcantly 
reduces the confidence that can be placed on any conclusions about Custom 
Blended Oil, Inc.'s ability to pay. 

• 	Information is not available on what happened "fmancially" to Custom Blended 
Oils, Inc. between September 30, 1990 and December 31, 1991. The firm 
received some of their accounts receivable, employee advances were used, as 
was some of the prepaid interest, yet casli decreased $86,180. Some funds may 
have been used to pay expenses and to decrease the cuaent long-term debt 
($104,309 -$89,340 =$14,969). However, while current long-temt debt 
declined, accounts payable increased $171,425 (from $54,966 (9/30/90) to 
$226,391 (12/31/91)). More information is needed to clarify this fum's fmancial 
position. 

As previously stated, further information regarding the accuracy of the fmancial statements and 
additional frnancial information would be helpful in completing a more thorough assessment 
with better reliability on the abflity of Custom Blended Oils, Inc. to pay the civil penalty the 
U.S. EPA is seeking. 

All fmancial assessments made in this report are based on infoanation provided by Custom 
Blended Oils, Inc. and R. Ray Simpson, CPA, to the U.S. EPA. Lack of previously 
mentioned information makes it impossible to perfonn a complete assessment of Custom 
Blended Oils, Inc.'s ability to pay the civil penalty sought by the U.S. EPA. 
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Given the fmdings of this letter report conceming Custom Blended Oils, Inc., we will await 
further guidance from you. Please call if you have any questions. 

Sincerely, 

.~ 
Shelly L. ohler 
Analyst 

ms/3729.046 

cc: Tom Lentzen, M&E 
Dan Francke, DPRA 
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13 CHARLTON DRIVE 
KANKAKEE, ILLINOIS 6M 

PHONE; (813) 932-3282 

307 NOATH DI7(lE 
MOMENCE, 1LLIN01950954 

PHONa; (819) 472•2614 

R. RAY SIMPSC7IV 
Certified Public Accountant 

February 13, 1991 

Sandra R Otaka, Es q . 
Assistant Regional Counsel 
U.S. Environmental Protection Agency 
Region v 
230 South Oearborn Street 
Chicago, Illinois 60604 

REt Custom Blended Oils, In- 
USEPA ID #ILD069503944 

Oear Counsellor: 

Enclosed are listings of the information I used to make my 
calculation of Custom Blended 011s, Inc. working capital position 
as of December 31, 1990. The listings support the following 
calculations. 

CURRENT ASSETS: 

Cash $ 5,663 
Accounts Receivable 83,022 
Inventory 	(Estimate) 55,000 
Prepaid 	Interest  27,656  

TOTAL CURRENT ASSETS  $ 171,341  

CURRENT LIABILITIES : 

Accounts Payable $ 226,391 
Current Portion L.T. 	Debt  ~ 89,340  

TOTAL CURRENT LIABILITIES  $ 315,731  

WORKING CAPITAL ${144,390) 

If you have any questians, please call. 

Very truly yours, 

R. Ray Simpson CPA 

RRS:lb 
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a 
Allen Wo,jtas 
MI/WI Teclnzical Enforcement Section 
RCRA Enforcement Branch 
EPA, Region. V 
Chicago, IL 60604 

RE: Addendum Letter Report, TES X, WA No. R05046 Financial Assessment of 
Emest and Lorene Winkle Regard'uig Ability to Pay a Civil Penalty 

Dear Mr. Wojtas: 

The following material summarizes DPRA's preliminary fiiidings frotn a review of t.lie new 
data provided wliich pertai_ns to Ernest and Lorene Waakle's personal ability to pay the penalty 
associ.ated witli the Custom Blesided Oils, Inc. (E&.L Tank Cleaners, Inc.) site. Tllley a.re the 
owners and cozl?orate off.icers of the company. In addition, we have presented a nuznber of 
yuestions-, the answers to which would ..i.11.ow a inore conclusive assessment of the company's 
anci official's ability to pay the penalty the EPA is seekiug. 

Background and Purpose 

Ctistom Bleixded Oi].s, hic. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility 
that also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje 
Road, Pectone, i111-1-:ois. Ernest WirMe, President of Custoin Blended Oils, lnc. (E&L Taiiks 
C:leaners, Itic.) was issued a Notice of Viol.ation (NOV) by the U.S. EPA for violation of 40 
CFR 266.43(b)3 and 4 on August 30, .1.988. Due to a cieficient response to this NOV, U.S. 
EPA i.ssued a second NOV oii ()ctober 12, 1988. A third NOV was issued by the U.S. EPA 
on Ja.rivary 12, 1989 indicating violatioais which were detei -mined during a November 18, 1988 
inspection of the facility. Iri response to an April 21, 1989 Information Request issued by the 
U.S. EPA, Custorz'i Blended Oils, Inc. contended t.h.at they did not anarket of.f-specificatiun used 
oil fuel, aiid tlius, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to tliein. 

However, the U.S. EPA has issued a Complaint a.nd C.~`ompliance Order which specifies that 
Custc►><n Ble.iided Oi.ls, Inc. has faiiled to meet particlila.r RCRA requirements relating to the 
niarketing of used oil and hazardous waste fuel for ener.gy  recovery. A penalty of $85,750 
was p1•oposed for the noncompliance. Dur..ing negotiations with tlie facility, representatives 
indic:ated tliat the facility i.s ujia.ble to pay t -he proposed civil penalty. 

200 Research Drive 	P.O. 6ox 727 	Manriaiian, Kansas 66502 	Telephone 9,13-539-3565 	Tslex 704314  

Other offices: Washington, D.C., St, Paul, Chicago, Denver, Dallas, Kansas City, Oak Riclge, Kisumu, Kenya 
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On November 2, 1990, DPRA prepared and delivered a Letter Report to EPA providing an 
assessment of Custom Blended 011s, Inc.'s (E&L Tank Cleaners, Inc.) ability to pay a civil 
penalty of $85,750 and to provide an assessment of the adequacy of documents received from 
U.S. EPA, in the form of issues and/or questions for any subsequent enforcement proceedings. 
The purpose of this Letter Report is to provide a furtlter assessment of this issue by reviewing 
data pertaining to Ernest and Lorene Whikle's personal ability to pay the civil penalty. The 
resolution of the issues and/or the answers to the questions provided should help resolve some 
remaining concerns regarding Custom Blended Oils, Inc.'s (E&L Tank Cleaners, Inc.) ability 
to pay a civil penalty. 

This assessment has been completed as indicated in the Statement of Work mid Work Plan 
for TES X Work Assigiiunent No. R05046 mider EPA Contract No. 68-W9-0007. 

Nature of Documents 

Photocopies of U.S. Individual Llcome Tax Retunis for the years 1.984 tlirough 1989 were 
supplied to the U.S. EPA by Ray Simpson, CPA, accountant for Ernest and Lorene Winkle 
and Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.). 

Also provided were U.S. Corporate tax retums which were previously analyzed in our 
Novenrber 2, 1990 Letter Report (see attached). As that Letter Report explained, the earlier 
analysis conducted on Custom Blended OIls, Inc. (E&L Tanlc Cleaners, hic.) nidicated that 
sonie form of payment of the assessed penalty was possible, although conclusive evidence on 
the level of payment currently feasible was not available. 

DPRA Incorporated received the additional documents (i.e., U.S. Lidividual Income Tax 
Returns) from Allen Wojtas, EPA Primary Contact, on Novetnber 21, 1990 and completed the 
followaig supplemental assessment. 

Assessment of Ability to Pav 

hi reviewing Emest and Lorene Winkle's tax retums for the years 1984 through 1989, it 
appears that their major personal assets have included income from salary and wages, their 
home (value utilcnown), their commercial property (purchase price $53,000), and a bond, 
mortgage or security frorn LLW & Associates ($77,000; written off as a capital loss in 1988). 

The Winkle's income from wages and salaries (see Form 1040, U.S. ludividual Income Tax 
Retums, Page 1, L'nie 7) for the years 1984 tlirough 1989 is lnnited. The amount of wage 
and salary nicome ranges from $19,380 in 1988 to $20,824 in 1985. This liniited 'uicome 
level, by itself, can not contribute significantly in paying the assessed civil penalty. However, 
tax statements are biased in that they report only income and do not provide complete 
infottnation on assets or actual net worth. In an effort to determine the Winkle's personal 
ability to pay the assessed penalty, several issues, in addition to these income assets, need to 
be considered. 
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First, total liabilities for each year should be compared with total assets to obtain a clearer 
understand'uig of the Whilde's financial position. However, due to a lack of comprehensive 
asset and liability-related data, a complete assessment can not be conducted. A brie£ summary 
of the liability data available is provided in the followiug paragraphs. 

An obvious personal asset and liability is the hoine owned by Emest and Lorene Winkle. 
They have reported yearly interest payments on their home mortgage (see Form 1040, U.S. 
Individual Income Tax Retutus, Schedule A, Page 1, Line 9a) ranging from $3,529 in 1985 
to $2,078 in 1989. These payments indicate a relatively modest house or low debt level or 
both. Generally, this would not appear to be a major source of equity. Furthermore, we are 
not qualified to address the legality of nicluding private homes for consideration in the 
fhiancial settlement of the Compliance Order. 

Personal interest was also paid to various sources by the Winkle's in each of the years, 1984 
tlirough 1989 (see Fonn 1040, U.S. hidividual Inc. Tax Retums, Schedule A, Page 1, Line 
12a). In both 1986 and 1987, $980 in interest was paid to GMAC and in 1986, $1,230 in 
interest was paid to Municipal Bank. These were the largest aiterest payments made. While 
the level of assets corresponding to these liabilities are uuknown, the amount of the payments 
are niinor, suggesting that no large assets were realized througli these liabilities. More 
information is needed on the types and aaznounts of these personal liabilities and assets to make 
more definite conclusions. 

As well as making interest payments, Ernest and Lorene Witikle's tax retums report substantial 
interest eamings in the years 1985 through 1988. In 1989, interest income decreased over 
$10,000 (1988: $10,509; 1989: $327) as reported on Line 8a of the first page of Form 1040 
of the Individual Income Tax Returns (if over $400 in interest hrcome is reported, see a 
detailed breakdown on Schedule B-Interest and Dividend Income, Page 2, Part 1, L'nie 2). 
This substantial loss of interest income was due to the Winkle's writing-off of $77,000 in 
bonds, mortgages or otlrer securities (LLW & Associates) as a long-terrn Capital Loss. Also, 
in 1989, the Winkles wrote off $148,000 in unknown assets as a long-tenn Capital Loss (see 
Fomi 1040, U.S. Individual Income Tax Returns, Scheclule D-Capital Gains and Losses, Part 
II, Line 17). It is miknown i£ these are ttue losses or busnless write-offs with some potential 
recoverability or residual value. 

An analysis of the assets providing these niterest earnings would be beneficial in assessing 
Custoin Blended Oils, Inc.'s (E&L Tank Cleaners, Inc.) ability to pay. By assuming general 
interest rates, it is possible to estimate the corresponding general amount of principal (assets) 
wliich might be available to pay ttie enviromnentat penalty. The estiinated principal is shown 
below for 1985 through 1989 by combining all interest earnings for a year as reported in the 
income tax retums and applying typical interest rates to this aniount in order to calculate 
corresponding principal levels. A high aud low interest rate is assumed for each year aztd is 
based on common interest bearing iuvestments as documented below. 
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Estimeted 
Corresponding 

Reported 	 Interest Rates(%) 	 Principal Amount J 
Year 	Interest earnings 	High aJ 	Low J 	Low 	High 

1985 $ 6,608 10.1 7.5 $ 65,000 $ 88,000 
1.986 $10,455 7.3 6.0 $143,000 $174,000 
1987 $12,633 7.9 5.8 $160,000 $218,000 

1988 $10,509 8.6 6.7 $122,000 $157,000 
1989 $ 	327 8.9J 7.6 $ 	3,700 $ 	4,300 

a, 3-Year U.S. Treasury Bonds, Board of Governors of Ihe Federal Reserve System, Annual Statistical 
DiQest as cited in Department of Commerce, Slatistical Abslract of the United States. 

J 3-Month Treasury bllls, source satne as above. 
c/ Assutning annual payment. 
~/ Corporate bond rate-Moody's AAA. 

This analysis suggests that Emest and Lorene Wiukle now have considerably less interest 
bearing assets ni 1989 ($3,700-$4,300) tlratr ni earlier years (e.g., 1988: $122,000-$157,000). 

The individual nicome tax retums provided also show that, in addition to owniug a home, 
Emest and Lorene Wnilde own a commercial property in Peotone, Illinois. As no interest 
payments are made (or, no payments are explicitly stated in the tax retums), it appears tliat 
the Winkle's own this property "free and clear." The value of this property at the time of 
purchase in 1974 was $53,000 (see 1984 Form 1040, U.S. Individual Income Tax Return, 
Schedule E-Suppletnental Income Schedule, Page 2, Part V, (c)). Assuming 5% appreciation 
in value per year, this property would currently be worth over $100,000. The Winkle's are 
also receiving rental income from this property (1989: $21,805-Form 1040, U.S. Individual 
Income Tax Return, 1989, Page 1, Line 18). This property apparently includes a 10,000 sq. 
ft. lot with the building (see Form 1040, 1984 U.S. Individual Incorne Tax Retum, Schedule 
E-Supplemental Income Schedule, Page 1, Part V). Its general location would seem to 
enhance its commercial value as Peotone is located near Interstate 57 about 30 miles south 
of Chicago, Illinois. 

Puttnig the unknown liabilities aside, the interest income received by the Wnikle's, the rental 
income received from the commercial property, as well as the value of the property itself 
would indicate that the Wnikle's, as corporate officers and owners, could pay sorne of the 
penalty assessed by the EPA. It does not appear from the infonnation reviewed that the 
Wiiilde's could pay the entire $85,750 penalty. However, without an actual assessment of the 
valtte of the commercial property and without further information regard'uig the urilcnown 
liabilities, a thorough evaluation of their ability to pay can not be made. 
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Additional Questions/Area of Concem 

There are several questions/concerns which should be answered/addressed in order to more 
conclusively determine the amount of Emest and Lorene Whilde's potential contribution to the 
ordered penalty. Again, the niformation considered for purposes of this report excluded certain 
critical factors, such as the value of the liabilities, the nature of the assets which generated 
interest income, and property issues. Specific questions we have are: 

1. In 1988, the offrcers of Custom Blended Oils, Inc. were not compensated ancl no loans 
were grartted, yet the Winkle's hrdividual tax return showed a positive aaznount for 
wages, salaries, tips, etc. It does not seem likely that the nicome was generated by 
Lorene Wnilcle as her occupation is stated as "housewife" on the tax retums. How was 
the income generated? Is it a potential source of future income? 

2. An IRS Fonn 4562 4-year ACRS Schedule for Custom Blended Oils, Inc. shows that 
nine (9) of E&L Tank Cleaners, Inc.'s assets (with a combined cost or basis value of 
$60,512 or a 1989 depreciated value of $13,716) were conveyed to Custorn Blended 
Oils, Inc., however three (3) of these assets (combined cost or basis value of $16,400) 
were fully depreciated as of September 30, 1989. The question still remains, however, 
as to what happened to the other E&L Tank Cleaner, Inc. assets found on IRS Fonn 
4562 (1986) Depreciation and Amortization Schedule (combined cost or basis value of 
$505,977, or a 1988 depreciated value of $44, 426). Although it is shown that some 
of these "other assets" were fully depreciated and had no book value, some market 
value for these assets must have been available; or were these assets merely disposed 
of without regard to their value; or were the proceeds from the sale of these assets (if 
they were sold) used to pay off E&L Tank Cleaners, Ltc.'s debt? 

3. What is Custom Cleaning Systems, Inc.? Does it generate significant cash flow or 
represent a source of fmancial liquidity or assets? (See Form 1040 1988 Income Tax 
Return--Schedule B-Interest and Dividend Income, Page 2, Part I, No. 2 and Schedule 
E-Supplemental Income Schedule, Page 2, Part II-Income or Loss From Partnerships 
and S Corporations) 

4. Interest income was reported on tax returns for the years 1984 through 1988. The 
sources of the reported amounts are given, but values were not. What specific types 
of assets are these and what are their values? 

Recornmendations 

bi addition to possibly seeking information to the above questions, the EPA miglit also 
consider the following specific recommendations to obtahi additional substantive information: 

1. 	Solicit a preliminary appraisal of the commercial property in Peotone, Illinois and other 
key assets of company. 
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2. Request infonnation on the nature and the status of the Winkle's former interest paying 
asset froin LLW & Associates. 

3. Request from the Winkle's a notarized current net worth statement. See attaclied 
standard form. 

Conclusions 

As was previously stated, the infonnation on Custom Blended Oil's and the Winkle's 
liabilities, iuterest bearing assets, other assets and property is not sufficieut for a tliorough 
and conclusive financial assessment of their abIlity to pay the civil penalty the U.S. EPA is 
seeking. From the information evaluated, it appears that Custom Blended Oils, Inc. and/or 
the Winkle's can pay some of the civil penalty. However, a lump-sum payment of the entire 
$85,750 penalty by either Custom Blended Oils, Inc. and/or the Winkle's is doubtful. It is 
our professional opinion that a smaller lump-sum payment or uistallment payments of $15,000 
to $30,000 would appear to have some feasibility based prinnarily on the equity potential in 
the Peotone commercial property, the sales and profit potential of Custom Blended 011 and 
equity in the business property (tmcks and traiters). 

From a financial perspective, it is difflcult to be very conclusive as the companies and their 
owners face a problem common to small businesses. They appear to have relatively significant 
assets but have liquidity and cash flow problems in converting the assets to cash either through 
mortgages or liquidation. Finally, all financial assessments made in this report are based only 
upon the iufonnation provided by the U.S. EPA. It should be understood that the available 
data, while providing significant insight, is not sufficient to complete a precise assessment 
of Emest aud Lorene Winkle's or Custoin Blended Oil's ability to pay the civil penalty souglit 
by the EPA. Additional questions still remani as shown above, and financial conditions can 
change rapidly and historic data can be misleading. 

Given the findings of this Addendum Letter Report concemnig Emest an<1 Lorene Winkle's 
personal abllity to help pay the penalty assessed in regard to the Custom Blended Oils, Inc. 
(E&L Tanlc Cleaning, Inc.) site, we await further guidance and input from you. If you have 
any questions, please call. 

Sincerely, 
~,/ 

 

Shelly L. *ohler 
Analyst 

kmh/3729.046 
cc: 	Daniel Francke, DPRA Incorporated 

Tom Lentzen, Metcalf & Eddy 



ucsas_V Form No. 616 IrMivldual Financlal Slalemenl 

INDIVIDUAL FINANCIAL STATEMENT 
	

Confidentlal 

Date of 
Name 
	 Blrlh 

Residence 
	

Soclal Securlty Number 

Business or 

Date ol Statemenl 

ASSETS  

Cash on hand and in banks (A) ... $ 
U. S. Government securities (B) • . 
Other stocks and bonds (B)..... 
Accounts and notes receivabie (Cl: 

Due from relatives and friends . 
Due from others — good . . . . . 
Due from others — doubtful. . . 

Real estate (D) . . . . . . . . . . . . . . 
Automobiles . . . . . . . . . . . . . . . 
Cash value of life insurance (E) ... 
Other assets — itemize 

Total assets............ _ 

CONTINGENT LIABILITIES 

As endorser, comaker, or 

guarantor . . . . . . . . . . . . 	. $ 
On leases or contracts......... 
Legal claims . . . . . . . . . . . . . . . 
Federal income taxes . . . . . . . . . 
Other — list 

LIABILITIES AND NET WORTH 

Notes due to banks (A) . . . . . . . $ 
Notes due to relatives and 

friends (F) . . . . . . . . . . .: . . 
Notes due to others (F) . . . . . . . 
Accounts and bilis due (F) . . . . . 
Unpaid income taxes . . . . . . . . . 
Other unpaid taxes and interest .. 
Reai estate mortgages payable (D) . 
Contract accounts payable (F ► . . . 
Brokers margin accoun ts . . . . . . . 
Ottier debts — itemize 

Total liabilities . . . . . . . . . . . . . _ 
Net worth . . . . . . 	. . . . 	. . . . . 

Total liebilities and 
net worth . . . . . . . . . . . . . S 

ANNUALINCOME 
Salary . . . . . . . . . . . . . . . . . . . . S 
Commissions and bonuses . . . . . . 
Dividends . . . . . . . . . . . . . . . . . 

Rental and lease income (net of 
operating expensa) . . . . . . . . 

Other — list 
	 « ... « ...  ..w.......M.~ .....Na,....lw ■ 

.w M w.. .NN .. M.. M,NNMN w. M4 M w.N1M NN Marwi~ 

For the purpoae of procuring credll from Ilme to tlme. I furnish Ihe loregoing as a Irue and accurate statement of my 
financial condition. Authorization Is hereby given lo Ihe bank to verily In any manner It deems appropriale any and alt 
Items Indicated on thla appiieation. False statemenls may be sublecl lo prosecutlon under Title tE of the U. S. Code. 

DATE 
	

SNSNATUAE 

SIdNATURE 

(over) 



(A) CASH IN BANKS AND NOTES DUE TO BANKS 

	

NAME OF BANK 	 ON DEPOSIT 	I 	DUE BANKS 	 COLLATERAL IIF ANY) 

(B) U. S. GOVERNMENT SECURITIES AND OTHER STOCKS AND BONDS 
NO. OF SHARES OR 

FACE VALUE (BONDS) I 	 DESCRIPTION 	 COST 	 MARKET VALUE 

(C) ACCOUNTS AND NOTES RECEIVABLE 
	

I , 

	

BORROWER 	 I WHEN DUE I BALANCE DUE JORIGINALAMOUNT1 	SECURITY (IF ANY) 
~ 

e 1. 	. 

10) REALESTATE 

DESCRIPTION 
DATE 

ACOUIRED 
TITLEIN 

WHOSE NAME COST 
PRESENT 
VALUE 

MORTOAOE  
AMOUNT HOW PAYABLE 

S S Z 

(E) LIFE INSURANCE 
AMOUNT 	NAME OF COMPANY 	BENEFICIARY 	CASH VALUE 	LOANS 

s 	 s 	s 

(F) NOTES, CONTRACTS, ACCOUNTS, AND BILLS DUE 
OWED Tp 	DATE 	BALANCE DUE WHEN DUE 	PURPOSE OR COLLATERALIIF ANY) 

.~ 
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November 2, 1990 

Allen Wojtas 
MI/WI Technical Enforcement Section 
RCRA Enforcement Branch 
EPA, Region V 
Chicago, II. 60604 

RE: Letter Report, TES X, WA No. R05046 Custom Blended Oils, Inc. (E&L Tank 
Cleaners, Inc.) Financial Assessment of Ability to Pay 

Dear Mr. Wojtas: 

We summarize below the results of our review of the content and adequacy of fmancial records, 
and fmdings of a fmancial assessment pertaining to a potentially liable party's (PLP's) ability to 
pay a civil penalty associated with the Custom Blended Oils, Inc. (P.dtL Tank Cleaners, Ine.) site. 
In addition, we have presented a number of issues and questions, the resolution of which would 
provide additional information for making a fmal assessment of the facility's ability to pay the civil 
penalty which the U.S. Environmental Protecdon Agency (U.S. EPA) is seeking. 

Backaound and Purvose 
Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility that 
also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje Road, 
Peotone, Illinois. Emest Winkle, President of Custom Blended Oils, Inc. (EdtL Tanks Cleaners, 
Inc.) was issued a Nodce of Violation (NOV) by the U.S. EPA for violadon of 40 CFR 266.43(b)3 
and 4 on August 30, 1988. Due to a deflcient response to this NOV, U.S. EPA issued a second 
NOV on October 12, 1988. A third NOV was issued by the U.S. EPA on January 12, 1989 
indicating violations which were detemtined during a November 18, 1988 inspecdon of the facility. 
In response to an April 21, 1989 lnformadon Request issued by the U.S. EPA, Custom Blended 
OiLs, Inc. contended that they did not market off-specification used oil fuel, and thus, the 
regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to them. 

However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that Custom 
Blended Oils, Inc. has failed to tneet pardculer RCRA requirements relating to the marketing of 
used oil and hazardous waste fuel for energy recovery. A penalty of $85,750 was proposed for 
the noncompliance. During negotiadons with the facility, representatives indicated that the facility 
is unable to pay the proPosed «vil penalty. 

The purpose of this leaer report is to provide an assessment of Custom Blended Oi1s, Inc.'s (E&L 
Tank Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provide an asseasment of the 
adequacy of documents received from U.S. EPA, in the form of issues and/or questions for any 
subsequent enforcement proceedings. The resolution of the issues andjor the answers to the 
quesdons provided should help resolve any remaining concerns regarding Custom Blended Oils, 
Inc.'s (E&L Tank Cleaners, Inc.) ability to pay the civil penalty. 

This assessment has been contpleted as indicated in the Statement of Work and Work Plan for TES 
X Work Assignment No. R05046 under EPA Contract No. 68-W9-0007. 

200 Aesearcn Dnve PO Boc 727 Manhatlaa Kansas 66502 Teiepnone 913-539-3565 Faz 913 5;9  
Dther ottices: 	Washington. DC 	St Paul, 	Chicago. 	Denver. 	Danas. 	Kansas C ty. 	OaK 9 ;qa 	.. .. 	-.. 
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Nature of Documents  
Photocopies of U.S. Corporate Tax Returns for both Custom Blended OiLs, Inc. (for tax years 
1986, 1987 and 1988; years ending September 30, 1987, 1988 and 1989) and E&L Tank Cleaners, 
Inc. (for tax years 1984, 1985, 1986, and 1987; years ending March 31, 1985, 1986, 1987, and 
1988) were supplied by Allen Wojtas, of the U.S. EPA to Dan Francke, Vice President, DPRA 
Incorporated on October 19, 1990. Also received were Dun 8c Bradstreet reports for Custom 
Blended Oils, Inc. (Statement Dates: September 30, 1987 and September 30, 1989) and E&L Tank 
Cleaners, Inc. (Statement Date: March 31, 1988 and Statement of Rating Change dated December 
4, 1989). These are the only fmancial documents received. 

Preliminarv Conclusions on Ability to Pay  
Based on the data received, the following fmancial observations have been made: 

Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987 (Sept. 
30). ABEL Users Manual) indicate possible problems in Custom Blended Oils, Inc. 
(E&L Tank Cleaners, Inc.) paying the assessed civil penalty (see Table 1). Debt- 
to-equity rados are extremely high and have sometimes been negadve. Other key 
ratios have been niarginal for the most part also. Although a basic trend in business 
activity can usually be determined using these financial ratios, when comparing them 
with industry target values, the rados used (i.e., current mtio, Beaver's tatio, times 
interest eamed rado, and debt-to-equity ratio) may give inconsistent interpretadons 
of a fum's business operations. 

For example, based on EdtL Tank Cleaners, Inc.'s cuaent ratio for tax years 1984 
through 1987 (ranging from .34 to .81), this facility has faced constant liquidity 
problems. This impl'tes that the fum may not be able to raise funds to meet it's 
short-run obligations and that one or more of its current assets are at an undesirable 
level. However, cash flow the (Beaver's) rado for tax years 1984 through 1987 
(ranging fmm .22 to .64) and the times interest eatned ratio for tax years 1986 and 
1987 (2.80 and 4.14) showed that the facility was solvent and able to pay its debts 
as well as the inteteat on its debts out of its earnings. By 1987, E&L Tank 
Cleaners, Inc. had reduced its debt to a level (+1.32) where addidonal debt capacity 
was possible. Therefore, EdtL Tank Cleaners, Inc.`s 1987 fmancial ratios indicated 
that it, without Custom Blettded Oils, Inc.'s involvement faced possible liquidity 
problems, but was in a satisfactory financisl position. 

When operations for EBtL Tank Cleaners, Inc. were assessed with Custom Blended 
Oils, Inc.'s operationa in 1986 and 1987, the cmnbined debt to equity nuio showed 
that the fitm may have difficulty when borrowing (9.75 and 5.79) and the cnrrent 
ratio (.72 and 1.39) again showed some possible liqttidity problems. 

Alone, Custom Blended Oils, Inc. had a difficult fust year (tax year 1986) with 
liquidity and solvency problems, overall poor financial health and a negadve debt 
to equity ratio indicating that continuing operations were unlikely. In 1987 and 
1988, Custom Blended Oils, Inc.'s cash flow (Beaver's) ratio indicated that it's 
fmancial health was marginal (.17 and .14). It's cuaent ratio for 1987 and 1988 
(3.76 and 4.77) indicated that it was solvent and able to pay its debts. However, 
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based on the times interest eamed ratio for tax years 1987 and 1988 (.86 and .89), 
only 86% (1987) and 89% (1988) of Custom Blended Oils, Inc.'s eaniings were 
available to pay the interest on its debts. Therefore, the satisfactory business 
operations of E&L Tank Cleaners, Inc. during 1986 and 1987 offset the poor 
fmancial position faced by Custom Blended Oils, Inc. And, although Custom 
Blended Oils, Inc.'s 1988 debt to equity ratio indicated that continuing operations 
were unlikely, its positive cash flow and the current assets available (shown by the 
cttrrent rado of 4.77) indicated that a restructuring of business activities could be 
accomplished making some form of payment of the imposed civil penalty possible. 

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) has reported no interest 
i.ncome wbich suggests no liquid assets in the form of savings, CD's money markets 
or other interest bearing assets. However, the cucrent assets of $67,590 ($35,655 
(cash) + $3,670 (trade notes) + $28,265 (other)) shown for the fiscal year ending 
September 30, 1989 could provide some cash for payment of the civil penalty. 

Historical net losses by Custom Blended Oils, Inc. for the taz years 1986, 1987, 
and 1988 (years ending September 30, 1987, 1988, and 1989) would also prohibit 
the corporadon from paying a $85,750 civil penalty. However, EBtL Tank Cleaners, 
Inc.'s assets and profits indicate sound business operations, and when assessed in 
combination with Custom Blended Oils, Inc. it appears that payment of some of the 
penalty is possible. 

It appears that payment of the penalty may have to be scheduled given the limited 
resources. Two possible scenarios are considered; three year and five year. On a 
three year (36 months) payment schedule, at 12 percent interest, annual payments 
of $31,431.46 would pay off an $85,750 civil penalty. On a five year (60 months) 
payment schedule, at 12 percent interest, the annual payments of $19,057.00 would 
pay off an $85,750 civil penalty. 

Based on the sales figures from Custom Blended Oils, Inc's 1988 Corporate Taz 
Retnrn, the three yesr schedule for payment of the aivil penalty with annual 
payments of $31,431.46 is only 2 percent of salea. The five year payment schedule 
with annual payments of $19,057 is 1.2 percent of sales. It appears from these 
comparisons, that either payment schedule is attainable given a small increase in 
prices or sales or some combinadon of each. EdtL Tank Cleaners proflts equalled 
or exceeded these payment levels in 1986 and 1987. 

Attached to F.dtL Tank Cleanera, Inc.'s 1987 IRS Corporate Tax Retum is IRS 
Form 4562 (Depreciadon and Amortizadon), which lists the propetties owned by 
the facility on an depreciadon/ACRS schedule. The same fotm, also with an 
attached schedule, is provided with Custom Blended Oils, Inc.'s 1986 IRS Corporate 
Taa Retttm. A comparison was made between the two facilities' Form 4562s in 
trying to detetmine if any conveyance of E&L Tank Cleaners, Inc.'s assets to 
Custom Blended Oils, Inc. occurred before it ceased operations in 1987. As no 
duplication of assets was found, E&L Tattlt Cleatters, Inc.'s assets were either 
liquidated or conveyed elsewhere (presumably to the company's owneaa). If so, the 



Mr. AIlen Wojtas 	 4- 	 November 2, 1990 

owners or officers may have fmancial resources that could be made available for 
possible payment of the penalty. 

Although the fmancial ratios commonly used to asses ability to pay and historical net losses by 
Custom Blended Oils, Inc. indicate possible problems in its ability to pay the civil penalty, it 
appears from the positive cash tlow, the historical sales level and the unexplained value of EBcL 
Tank Cleaners, Inc.'s assets that some form of payment can be made. 

Abilitv to Pav Issues and Concems 
The following are key questions or issues on the party's ability to pay based on our review of 
available documents: 

Emest and Loraine Winkle, company officials, might be able to provide some 
fmances but their personal ability to pay can not be detemtined as personal fuumcial 
records are not available. 

What happened to E&L Tank Cleaners, Inc.'s assets? Were ehe assets totally 
depreciated and not of aay value? Were the assets sold and, if so, wheae did the 
proceeds from the sale go? Were the assets sold and the proceeds used to pay off 
E&L Tank Cleaners, Inc.'s debt, or were they conveyed directly to the 
officets/owners7 

In comparing the assets (property) owned by EBtL Tank Cleaners, Inc. (IRS Fotm 
4562 (1986), Depreciation and Amortization schedule) with those owned by Custom 
Blended Oils, Inc. (IItS Form 4562 (1986), Depreciation and Amortization schedule), 
no conveyance of assets was found. The assets were also unique for each company 
indicating no duplication of asset values. 

In tax year 1988, the officera of Custom Blended Oils, Inc. were not eompensated 
and loana to the stockholders ($426) were paid off during the year rather than 
granted. What did the Winkles receive in tetma of income during 1988? 

• 	Is an itemized list of assets available for the total assets valued at $339,049 (IItS 
Form 1120 (1988))? A substantial increase in asset value was incurred during the 
year (556,750)-was this one large asset or a number of smaller assets? 

• 	Is a schedule available for total depreciadon of $114,444 (IRS Fonn 1120 (1988))? 
Depreciation increased ($47,663) as assets increaad—knowing the value of these 
assets would aid in the assessment of the fum's ability to pay. 

• 	How are the asseta valued? Market value could be significantly differeat than 
book value (purchase price - depreciation). 

• 	Betwem the yeara of 1987 and 1988, Custom Blended Oila, Inc.'s cotnmissions, 
insutance, waste disposal and gas and oil deductions decressed subatantially 
($73,127), while the telephone expense increased by $15,001. Was the firtn 
attempting to change its business tactics kttowing that it was not finattcially 
successful? 
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• 	Does Custom Blended Oils, lnc. operate underground storage tanks? If so, what 
are their plans for complying with EPA financial assurance requirements? These 
plans could possibly provide insight on specific fmancial resources. 

As previously stated, further information on the owner's and officer's personal assets or other 
financial resources would be helpful for a more thorough fmancial assessment of ability of liable 
parties to pay the civil penalty the U.S. EPA is seeking. Because the owners and chief corporate 
officers (Emest and Loraine Winkle) of the company may also be liable or a source of finances 
for Custom Blended Oils, 1nc., we recommend that the EPA request copies of personal tax returns 
for Emest and Loraine Winkle for consideration in assessing their ability to provide funds to the 
company in payment of the civil penalty. 

All fmancial assessments made in this report are based on the infomtation provided by the U.S. 
EPA. Lack of the previously mentioned information makes it impossible to perfonn a complete 
assessment of Ernest Winkle's (Custom Blended Oils, 1nc.'s) ability to pay the civil penalty sought 
by the U.S. EPA. 

The taa records reviewed were one year old and there was not a list of personal a.ssets for owners 
and officers. More current taz records, a list of personal assets, a depreciation schedule, and 
personal net worth statements could result in a more thorough analysis supporting more defutitive 
conclusions. 

Given the findings of this Letter Report concerning Custom Blended Oils, Inc., we will await 
further guidance and comments from you. lf you have any questions, please call. 

Sincerely, 

~,JIV7~~~~ f. ~4 / IJ 
Shelly L.Vohler 
Analyst 

kmh/3729.046 

cc: Daniel Francke, DPRA Incorporated 
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November 2, 1990 

Allen Wojtas 
MI/INI Technical Biliforcement Sectcion 
RCRA Enforcement Branich 
EPA,, Region V 
Chicago, IIL 60604, 

RE: 	Letter Report, TES X, WA No. R05046 Ctist®m Mended Oills, llnc. (Eg, ,.L Taiftk 
Cleaners, Inc.) Finmrwial Assess iment of Ability to Pay 

Dear !\Ih-. Wojtas: 

We summarize isel®w the results of our review ®f the conte-nt a-nd adequacy of financial records, 
and fi-iidings oi -a finaiiciat assessment pertaining to a potentially fialble party's (PLPs) ability to 
pay  a civil penalty associated with the Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) site. 
In addition, we have presented a number of issues and qLtestions, the resolution of which would 
provide additional informatioii for maldng a fmal assessment of the facilit y 's ability t® pay  the civiR 
penaboj  which the U.S. Enviro-n-anental Protection Agenc y  (U.S. EPA) is seeking . 

Background and Purpose 
Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility that 
also markets used oil fuel. and/cz hazardous waste fuel. It is located at South Rathje Road, 
Peotone, Jdhnois. Ernest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks Cleaners, 
Inc.) was issued a Notice of Violatiori (NOV) by the U.S. EPA for violation of 40 CFR 266.43(b)3 
and 4 on Augiist 30, 1988. Due to a deficient response to this NOV, U.S. E-PA issued a second 
NOV on October 12, 1988. A third NOV was issued by the U.S. EPA on Jaiivary 12, 1989 
indicating violations which were determined dunng a iNovember 18, 1988 inspection ol'i the facility. 
In responise to an April 21, 1989 Inforinati®n Request issued by The U.S. EPA, Custom Blended 
Oils, Inc. contended that they did not market off-specificafion tised oil fuel, and thus, the 
regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to thenn. 

However, the U.S. EPA has issued a Complaint and Compliance Ordc-r wfiich specifies that Cust©m 
Blended Oils, Inc. has failed to meet particular RCRA requirements relating to the marketing of 
iised oil and hazardous waste f-ael for energy recovery. A penalt y  of $85,750 was proposed for 
the noncompliouice. Dtiriiig negotiations with the facility, representatives indUl cated that the facilit y  
is unable t® pay  the proposed civil penalt y . 

The purpose of this lefter report is to provide an assessment of Cust®m Blended Oils, Inc.'s (E&L 
Tank Clew-iers, Inc.) ability  to pay  a civil penalty of $85,750 and to provide an assessment ®f the ,  
adequacy of documents received from U.S. EPA, in the form of issues and/or questions for any  
subsequent enforcement proceedings. Tilie resolution of the issues and/or the answers to the 
questions provided should help resolve aii y  remaining concerns regarding Custom Blended OHS, 
Inc.'s (E&L Tank Cleaners, -hic.) ability to pay the civil penalty. 

This assessment has been completed as indicated in the Statement of Worlc and Work Pilan- for TES 
X Work Assigimieiat No. R05046 under Ef"A Contract No. 68-W9-0007. 

200 Research Drive P.O. Box 727 Manhattan, Kansas 66502 Telephon&913-539-3565 FAX 913-539-5353 Telex 704314 
Oltier otfices: 	Washington, D.C., 	St. Paul, 	Chicago, 	Donver, 	Dallas, 	Kansa& City, 	Oak Ridqe, 	Nairobi. 	K P. wj  a 
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Nature of Documents 
Photocopies of U.S. Corporate Tax Returns for both Custom Blended Oils, Inc. (for tax years 
1986, 1987 and 1988; years ending September 30, 1987, 1988 and 1989) and E&L Tank Cleaners, 
Inc. (for tax years 1984, 1985, 1986, and 1987; years ending March 31, 1985, 1986, 1987, and 
1988) were supplied by Allen Wojtas, of the U.S. EPA to Dan Francke, Vice President, DPRA 
Incorporated on October 19, 1990. Also received were Dun & Bradstreet reports for Custom 
Blended Oils, Inc. (Statement Dates: Septeniber 30, 1987 and September 30, 1989) and E&L Tank 
Cleaners, Inc. (Statement Date: March 31, 1988 and Statement of Rating Change dated December 
4, 1989). These are the only financial documents received. 

Preliminary Conclusions on Abilitv to Pav 
Based on the data received, the following financial observations have been made: 

Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987 (Sept. 
30). ABEL Users Manual) indicate possible problems in Custom Blended OIls, Inc. 
(E&L Tank Cleaners, Inc.) paying the assessed civil penalty (see Table 1). Debt- 
to-equity ratios are extremely high and have sometirnes been negafive. Other key 
ratios have been marginal for the most part also. Although a basic trend in business 
activity can usually be determined using these fmancial ratios, when comparing them 
with industry target values, the ratios used (i.e., current ratio, Beaver's rado, times 
interest earned rado, and debt-to-equity ratio) may give inconsistent interpretations 
of a firm's business operations. 

For example, based on E&L Tank Cleaners, Inc.'s current ratio for tax years 1984 
through 1987 (ranging from .34 to .81), this facility has faced constant liquidity 
problems. This implies that the firm may not be able to raise funds to meet it's 
short-run obligations. However, the cash flow (Beaver's) ratio for tax years 1984 
through 1987 (ranging from .22 to .64) and the times interest earned ratio for tax 
years 1986 and 1987 (2.80 and 4.14) showed that the facility was solvent and able 
to pay its debts as well as the interest on its debts out of its earnings. By 1987, 
E&L Tank Cleaners, Inc. had reduced its debt to a level (+1.32) where additional 
debt capacity was possible. Therefore, E&L Tank Cleaners, Inc.'s 1987 fmancial 
ratios indicated that it, without Custom Blended Oils, Inc.'s involvement, faced 
possible liquidity problems, but was in a satisfactory financial position. 

When operations for E&L Tank Cleaners, Inc. were assessed with Custom Blended 
Oils, Inc.'s operations in 1986 and 1987, the combined high debt to equity rafio 
showed that the firm would have difficulty borrowing (9.75 and 5.79) and the 
current ratio (.72 and 1.39) again showed some possible liquidity problems. 

Alone, Custom Blended Oils, Inc. had a difficult first year (tax year 1986) with 
liquidity and solvency problems, overall poor fmancial health and a negative debt 
to equity ratio indicating that continuing operaflons were unlikely. In 1987 and 
1988, Custom Blended 011s, Inc.'s cash flow (Beaver's) ratio indicated that it's 
financial health was marginal (.17 and .14). It's current ratio for 1987 and 1988 
(3.76 and 4.77) indicated that it was solvent and able xo pay its immediate 
obligations. However, based on the times interest earned ratio for tax years 1987 
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and 1988 (.86 and .89), Custom Blended Oils, Inc. will be able to meet only 86% 
(1987) and 89% (1988) of its interest obligation. Therefore, the satisfactory business 
operations of E&L Tank Cleaners, Inc. during 1986 and 1987 offset the poor 
financial posiflon faced by Custom Blended Oils, Inc. And, although Custom 
Blended Oils, Inc.'s 1988 debt to equity rado indicated that continuing operations 
were unlikely, its positive cash flow and the current assets available (shown by the 
current ratio of 4.77) indicated that a restructuring of business acdvities could be 
acconiplished making some form of payinent of the imposed civil penalty possible. 

• 	Custom Blended 011s, Inc. (E&L Tank Cleaners, Inc.) has reported no interest 
income which suggests no liquid assets in the form of savings, CD's money markets 
or other interest bearing assets. However, the current assets of $67,590 ($35,655 
(cash) +$3,670 (trade notes) +$28,265 (other)) shown for the fiscal year ending 
September 30, 1989 could provide some cash for payment of the civil penalty. 

• 	Historical net losses by Custom Blended Oils, Inc. for the tax years 1986, 1987, 
and 1988 (years ending Septeinber 30, 1987, 1988, and 1989) would also prohibit 
the corporation from paying a$85,750 civil penalty. However, E&L Tank Cleaners, 
Inc.'s assets and profits indicate sound business operations, and when assessed in 
combinadon with Custom Blended Oils, Inc. it appears that payment of some of the 
penalty is possible. 

It appears that payment of the penalty may have to be scheduled given the liniited 
resources. Two possible scenarios are considered; three year and five year. On a 
three year (36 months) payment schedule, at 12 percent interest, annual payments 
of $31,431.46 would pay off an$85,750 civIl penalty. On a five year (60 months) 
payment schedule, at 12 percent interest, the annual payments of $19,057.00 would 
pay off an $85,750 civil penalty. 

Based on the sales figures from Custom Blended Oils, Inc's 1988 Corporate Tax 
Return, the three year schedule for payment of the civil penalty with annual 
payments of $31,431.46 is only 2 percent of sales. The five yeat payment schedule 
with annual payments of $19,057 is 1.2 percent of sales. It appears from these 
comparisons, that either payment schedule is attainable given a small increase in 
prices or sales or some combination of each. E&L Tank Cleaners profits equalled 
or exceeded these payment levels in 1986 and 1987. 

• 	In 1987, Custom Blended Oil and E&L Tank had combined assets of $503,314 
includ'uig $270,631 for Custom Blended Oil and $232,683 for E&L Tank. However, 
in 1988, no assets are reported for E&L Tank and Custom Blended Oil only had 
$297,202 in assets. Attached to E&L Tank Cleaners, Inc.'s 1987 IRS Corporate 
Tax Return is IRS Form 4562 (Depreciation and Amortization), which lists the 
properties owned by the facility on an depreciation/ACRS schedule. The same form, 
also with an attached schedule, is provided with Custom Blended Oils, Inc.'s 1986 
IRS Corporate Tax Return. A comparison was made between the two companies' 
Form 4562s in trying to determine if any conveyance of E&L Tank Cleaners, Inc.'s 
assets to Custom Blended Oils, Inc. occurred before it ceased operations in 1987. 
As no duplication of assets was found, E&L Tank Cleaners, Inc.'s assets apparently 
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were either liquidated or conveyed elsewhere (presumably to the company's owners). 
If so, the owners or offrcers may have financial resources that could be made 
available for possible payment of tlte penalty. 

Although the financial ratios commonly used to asses ability to pay and historical net losses by 
Custom Blended OIIs, Inc. indicate possible problems in its ability to pay the civil penalty, it 
appears from the positive cash flow, the historical sales level and the unexplained value of E&L 
Tank Cleaners, Inc.'s assets that some form of payment may be possible. 

Ability to Pay Issues and Concerns  
The following are key questions or issues on the party's ability to pay based on our review of 
available documents: 

• 	Ernest and Loraine Winkle, company officials, might be able to provide some 
finances but their personal ability to pay can not be determined as personal financial 
records are not available. 

• 	What happened to E&L Tank Cleaners, Inc.'s assets? Were the assets totally 
depreciated and not of any value? Were the assets sold and, if so, where did the 
proceeds from the sale go? Were the assets sold and the proceeds used to pay off 
E&L Tank Cleaners, Inc.'s debt, or were they conveyed directly to the 
officers/owners? 

In comparing the assets (property) owned by E&L Tank Cleaners, Inc. (1RS Form 
4562 (1986), Depreciation and Amortization schedule) with those owned by Custom 
Blended Oi1s, Inc. (IRS Form 4562 (1986), Depreciat'ron and Amortization schedule), 
no conveyance of assets was found. The assets were also unique for each company 
indicating no duplication of asset values. 

In tax year 1988, the officers of Custom Blended Ofls, Inc. were not compensated 
and loans to the stockholders ($426) were paid off during the year rather than 
granted. What did the Winkles receive in terms of income during 1988? 

• 	Is an itemized list of assets available for the total assets valued at $339,049 (IRS 
Form 1120 (1988))? A substantial increase in asset value was incurred during the 
year ($56,750)--was this one large asset or a number of smaller assets? 

• 	Is a schedule available for total depreciation of $114,444 (IRS Form 1120 (1988))? 
Depreciation increased ($47,663) as assets increased--knowing the value of these 
assets would aid in the assessment of the firm's ability to pay. 

• 	How are the assets valued? Market value could be significantly different than 
book value (purchase price - depreciation). 

• 	Between the years of 1987 and 1988, Custom Blended Oils, Inc.'s commissions, 
insurance, waste disposal and gas and oil deductions decreased substantially 
($73,127), while the telephone expense increased by $15,601. Was the firm 
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attempting to change its business tactics knowing that it was not flnancially 
successful? 

Does Custom Blended Oils, Inc. operate underground storage tanks? If so, what 
are their plans for complying with EPA financial assurance requirements? These 
plans could possibly provide insight on specific financial resources. 

As previously stated, further information on the owner's and officer's personal assets or other 
financial resources would be helpful for a more thorough financial assessment of ability of liable 
parties to pay the civil penalty the U.S. EPA is seelcing. Because the owners and chief corporate 
officers (Ernest and Loraine Winkle) of the company may also be liable or a source of finances 
for Custom Blended Oils, Inc., we recommend that the EPA request copies of personal tax retums 
for Ernest and Loraine Winkle for consideration in assessing their ability to provide fwids to the 
company in payment of the civll penalty. 

All financial assessments made in this report are based on the infonnation provided by the U.S. 
EPA. Lack of the previously mentioned information makes it impossible to perform a coinplete 
assessment of Ernest Winkle's (Custom Blended Oils, Inc.'s) ability to pay the civIl penalty sought 
by the U.S. EPA. 

The tax records reviewed were one year old and there was not a list of personal assets for owners 
and officers. More cunent tax records, a list of personal assets, a depreciation schedule, and 
personal net worth statements could result in a more thorough analysis supporting more defini6ve 
conclusions. 

Given the findings of this Letter Report concerning Custom Blended Oils, Inc., we will await 
further guidance and comments from you. If you have any questions, please call. 

cc: Daniel Francke, DPRA Incorporated 
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M IC e 	 Metcalf &Eddy  

October 29, 1990 

Mr. Fred Norling 
United States Environmental Protection Agency 
230 South Dearborn Street 
Chicago, Illinois 60604 

Re.: 	'I'ES X R05046 
Financial Assessment 
Ctistom I3lencling Oil, Inc. 

Dear Mr. Norling: 

Enctosed for your review is Work Plan No. R05046. Personnel from DPRA, Inc. will be performing 
the Financial Assessment. 'I'his Work Plan is bcint; submitted in accordance with the Scope of Work 
received with the Aut}Zorization Fortn. 

'Fhe date by which work must stop if this Work Plan is not aPprovcd by the U.S. EPA is December 8, 
1990. 	 ~ 

Please feel free to call me if you havc any questions. 	 ~ 

Sincerely, 	 1 	' 
~ 

METCALF & EDDY, INC. 	 ~^ 

Thomas Lentzen 
Regional Project Manager 

cc: 	 S. Kovash 
A. Wojtas ✓ 
CPM 
PMO 
RPM4 

Enclosure 

TESX. 111 W. Jack,c7n Blvd.• 15tfi Floor, Chic3go• IL 60604 
TEL: (312) 427-7433 	FAX: (312) 427-3283 M ni, tA,lldid!., pI  Ao 4'.s~ lr.r 

u.. ., ~~. , ~„n, ; r:• ~~ I , . ~ r v, 
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1.0 INTRODUCI'ION 

The purpose of this work assigmnent is to assist the EPA in evalualing Custom Blended Oils, 
Incorporated's (E & L Tank Cleaners, Inc.), ability to pay a penalty of $85,750. Custom Blended 
Oils, Inc. is a treatment/storage/disposal facility that also markets used oil fuel and/or hazardous 
waste fuel. This facility is located at South Rattije Road, Pcotonc, Illinois. 

Ernest Winkle, President of Custom Blcndcd Oils, Inc. (E & L Tank Cleaners, Inc.) and 
owner/operator, was issued a Notice of Violation (NOV) by the U.S. Environmental Protection 
Agency (EPA) on August 30, 1988. This NOV cited violations to 40 CFR 266.43(b)3 and 40 CFR 
266.43(b)4. On October 12, 1988, U.S. EPA issued a second NOV due to a de6cient response to the 
initial NOV. A third NOV was issued by lhe U.S. EPA on January 12, 1989 indicating violations 
which were determined during a November 18, 1988 inspection of the facility. In response to an 
April 21; 1989 Information Request issued by the U.S. EPA, Custom Blended Oils, Inc. contended 
that they did not market off-specifcation used oil fuel, and thus, the regulations in 40 CFR 
266.43(b)(1-5) and (6)(ii) do not apply to them. 

U.S. EPA has, however, issued a Complaint ancl Compliance Order which speciGes that, in general, 
Custom Blendcd Oils, Inc. failed to meet particular RCRA requirements relating to marketing of 
used oil and/or hazardous waste fuel for energy rccovery. During negotiations with the facility, 
representatives have indicated that the facility is unable to pay the proposed civil penalty. The 
current penalty is based on six regulation violations and is assessed at $85,750. U.S. EPA, through 
this work assignment, has requested an expeditious analysis of the financial data to assess ability-to- 
pay which is essential to ongoing settlement negotiations. 

This work will be coordinated with Allen Wojtas, the U.S. EPA primary contact, (312) 886-6194. A 
general discussion was held with him prior to preparing this work plan. 

2.0 PROJI:CT APPROACII 

This work assignment will be performed by the TES X conlractor. The work will include a 
quantitative assessment of the facility's ability to pay. The TES X contractor will assess corporate 
financial data for Custom Blended Oils, Inc. and E& L Tank Cleaners Inc. to determine potential 
ability to pay. 

The approach used to complete this study will involve the following tasks. 

1. Obtain and review Gnancial data collected by EPA regarding the potentially liable 
parties (PLPs). If it is determined that there is a need for additional data, a letter 
report on the results of this revicw on the adequacy of data will be prepared. 

2. Complete a 6nancial review if the data is sufGcient to provide defendable analysis. 
Given the general nature of the available data and the required need to complete the 
analysis in two weeks, the analysis will include two levels of assessment. First the TES 
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Daniel W. Francke, Work Assignment Manager 
DPRA Incorporated 
200 Research Drive 
P.O. Box 727 
Manhattan, KS 66502 
Telephone No.: (913) 539-3565 

Shelly Wohler, Analyst 
DPRA Incorporated 
200 Research Drive 
P.O. Box 727 
Manhattan, KS 66502 
Telephone No.: (913) 539-3565 

6.0 INTERVIE W S/SUII CO NTRACTO R/CO N S U LTANTS 

No formal interviews are anticipated under the current scope of this Work Assignment. 

7.0 EXCEP'fIONS TO 1'IIE ASSIGNMEN'I', AN'1'1CIPA'I'EU I'ROIILEMS, SPECIAL 
PROBLEMS 

At the present time the TES X contractor has not identified any technical exceptions to the Work 
Assignment, but questions and issues may arise as the exact nature of the 6nancial data and records 
becomes known. Also, results and rindings will be presentcd as preliminary as additional detailed 
data on personal networth or the exact nature of corporate assets and liabilities would be required to 
establish more definitive conclusions. Exceptions or special requirements that arise during the 
project and impact the work plan will require a work assignment modirication. 

8.0 QUALII'YASSURANCE 

M&E's Quality Assurance (QA) Program has bccn speciCfcally incorporated by reference into the 
contract governing this Work Assignment. This Work Plan and all subsequent activities and outputs 
may correspondingly be the subject of a randoni audit pursuant to the QA prograrrr plan, and carried 
out by the Contract QA OfCcer. The audit results and any corrective action will be included in the 
Montlily Progress Report and Annual Report submitted under the overall contract. Due to the 
expedited nature of this work assignment, concurrent reviews by EPA and M&E may be performed. 

9.0 CONFLICT OF IN1'EREST 

To the best of our knowledge, no personal or corporate conflict of interest exists for the performance 
of work under this Work Assignment. 

10.0 COST ES1'IMATE 

Table 1 lists the tasks to be completed for this work assignment and the estimated level of 
Effort(LOE) for each task. 

Table 2 shows the anticipated cash flow and projected LOE for each month the work assignment will 
be active. Unforeseen circumstances may neccssitate adjustments to the schedule which will impact 
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'I'AISLE 1 
FINANCIAL ASSESSMENT, R05046 

LOE lIY'l'ASK 
Tasks 	 No. Hours 

Suhcontractor 

Work Plan Development 	 6 

Review EPA Files and Other Agency Filcs 	 60 

Prepare a Draft Report 	 16 

Prepare a Final Report 	 S 

SUll'I'OTAL 	 90 

M&E Work Assignment Managemcnt, 
Administration, Rcporting and 
Quality Assurance 	 10 

TO'I'AL 	 100 

WORK ASSIGNMGN'1' NO. R05046 	 -5- 



ATI'ACIIMCNI' A 

Qualifications of Technical Staff 

Dan Francke, P-4 

o 	DPRA Vice President 
o 	M.S., Economics 
0 	16 years economic/financial asscssmcnt cxperience. 

Shelly Wohler, P-2 

o 	DPRA Analyst 
o 	B.S., Business Administration 
0 	3 years document review/analysis expericrrce for PRP analysis, cost recovery and enforcement 

actions under CERCLA and RCRA- 

WORK A3SIGNMEN'I' NO. R05046 	 -7- 



Exh'ibit 1 
Summary Cost Estimate 

Work Assignment No. R05046 
Custom bl®nd®d Oils 
Metcalf & Eddy 

Estimate prepared 
10/29/90 

Estimated 
Name 	Classification Hours Cost 

------------- 	---------------------- 
T. Lentzen 	Professional 3 3 

---------- 

S. Lorenz 	Professional 2 4 
D. Riggly 	Professional 1 3 

TOTAL METCALF & EDDY LOE 10 $173 
SUBCONTRACTOR LOE 90 

M&E HOME OFFICE SUPPORT 1 $10 

TOTAL L.O.E. 	& M&E COSTS 
------- 

100 
--------- 

$183 

OVERHEAD AND G&A 
FIELD RATE 
OFFICE RATE 

SUBTOTAL 

M&E TRAVEL (See Exhibit 2) 
M&E OTHER DIRECT COSTS (See Exhibit 3) 
SUBCONTRACTOR COSTS 

SUBTOTAL 
Fee (Base only) 

TOTAL METCALF & EDDY ESTIMATED COST 

WORK PLAN STATUS 
---------------- 

$201 
$0 

$384 

$0 
$137 

$3,362 

$3,883 
$117 

$4,000 

LOE 
	

COSTS 

PREVIOUS APRVL 
	

100 
	

$4,000 
$'s THIS ACTION 
	

0 
	

$0 

TOTAL 
	

100 
	

$4,000 



Exhibit 2 

Travel Costs 
Work Assignment No. R05046 

Custom blended oils 
Estimate prepared 

10/29/90 

Travel for M&E is not required under this work assignment. 

+ r'RYVrc. -  ~ ,. 	5. 9 	-,-a,: 	+e, . ..,.,., 	. a 	 .. , 	 _ 	 . , .,— . 	:.. 	.. .. ...—.... 	. 	..... , 



Exhibit 3 

Other Direct Costs 
Work Assignment No. R05046 

Custom blended Oils 
Estimate prepared 

10/29/90 
------------------------------------------------------------------------- - 	------------------------------------------------------------------- 
WORD PROCESSING/COMPUTER 	7 hours @ $8.00 /hour 	$56 

REPRODUCTION COSTS 

Incidental Copying: 
200 pages X 	1 copies X 0.06 /copy 	$12 

Subtotal 	$12 

POSTAGE 

Short Notice Mailing of Project Materials: 
(Federal Express) 	1 pkgs. @ 	$15 each 	$15 

U.S. Mail 	 $30 

Subtotal 	$45 

TELEPHONE 	 $24 

TOTAL OTHER DIRECT COSTS 	$137 



Exhibit 4  

  Summary Lost Estimate  	. 
Work Asaignment No. .R05046  

Custom Blended Oil Fin. Analy@is 	. 
DPRA Incorporated 

Estimate Prepared 	10/24/90 

  .Eatimated  
Name . 	~ 	 Classification . ~ 	 Hours 	Cost 

FRANCKE, DAN 	Prof'1 	4 	16   
WOHLER, SHELLY 	Prof'1 	2 	70  
WEISBENDER, CHRISTINE. 	Prof'1 	1 	. 	4 	. 

TOTAL SUBCONTRACTOR LOE 

HOME OFFICE SUPPORT/CLERICAL 

TOTALLABOR 

FRINGE BENEFITS   
LABOR OVERHEAD   

SUBTOTAL 

TRAVEL (See Exhibit 5) 
OTHER DIRECT COSTS (See Exhibit 6) 

GENERAL 6 ADMINISTRATIVE EXPENSE 

SUBTOTAL 

FEE 

TOTAL SUBCONTRACTOR ESTIMATED COST 

40.97% 
50.10% 

12.04% 

5.00% 

---- 90 -  

10 

108 

91,171 

980 

91,251 

9513 
9884 

92,648 

90 
9210 

8344 

93,202 

9160 

93,362 

-----------------------------------------------------------------'------------------- 

APPROVED 	0'0~ / 	 ~~ ~ rrt/   
DPRA Project No. 	3729.046 	-- 	c ar E. beitzer, Frealdent 



Exhibit 5 

Travel Costs 
Work Assignment No. R05046 

Custom blended oils 

Travel for DPRA is not required under this work assignment. 



 .. 	Exhibit 6  

- 	Other Direct Costs 
 Work Assignment No. R05046  .. . 

 Custom Blended Oil Fin. 	Analysis  . 
. 	 DPRA Incorporated 	. 

Estimate Prepared 	10/24/90 
'-----'--- ------------------------------------- -------------------------------`------------ 

DPRA Project No. 3729.046 

WORD PROCESSING FACTOR 10 hours at 93.00 /hour 930 
MICROCOMPUTER FACTOR 16 hours at 93.00 /hour 948 

REPRODUCTION COSTS  

Field Monitoring Reportsf 	- 
0 reports X 	0 pages X 0 copies X 9.0.10 /copy 90 yf 

 

Draft Reports: 
1 reports X 	20 pages X 5 copies X 90.10 /copy  910 

Final Reports:  
- 	1 reports X - 	20 Pages 	X 10 copies X 90.10 /copy 928 

Miscellaneous Reports - Work Plans . . 
 1 reports X 	10 pages X 2 copies X 90.10.  /copy 	. ~ 92 

Miscellaneous Reports - Other 
0 re ports X 	0 pages X 0 copies X 90.10 /copy ~90 

Records Copying 
 0 pages X 1 copies X.90.18 /copy 90 

Incidental Copying  , 
. 	300 pagea X 1 copies X 80.10 /copy 930 .  

Report Binding 
 17 copies X 92.00 each 934 .. 

Miscellaneous Drafting and Photo Services 90 . 

Subtotal ~  996 

POSTAGE/EXPRESS SHIPMENTS 

Short Notice Mailing of Pro,ject Materials: 
 0 pkgs. 	at 915 each 90 

Shipment of Coolers to Laboratories . 
0 pkgs. 	at 9120 each 	. 90 

Submittal of Report Materials 
0 pkga. 	at 925 each 90 

. Miscellaneous Postage  . . . 911 
' 

Subtotal 
-------- 

. - 	911 

COMMUNICATIONS 
 . 0.5 months at 950 each 925 	' 

TITLE SEARCHES (Estimated) 90 
FOLDERS, 	FILES, 	ETC 	(Estimated) 	~ . ~~ ~ 	 90 

SAFETY EOUIPMENT 
:   0 days at 925 each 90 

MISCELLANEOUS - Specify  
1. xxx ~ ~  90 
2. xxx 90 
3. xxx 90 

TOTAL OTHER DIRECT COSTS 	~  9210 
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~D^ 	MOMENCE, IL 60954 
IQ* lea 	0*1  	r-i 	(815)  472-2614 .440-4 

R. RAY SIMPSON 
	

CERTIFIED PUBLIC ACCOUNTANT 

To the Shareholders of 
Custom Blended Oils, Inc. 

I have reviewed the accompanying balance sheet of Custom 
Blended Oils, Inc. at May 31, 1991 and the related 
statements of income, retained earnings, and changes in financial 
position for the eight months then ended, in accordance with 
standards established by the American Institute of Certified Public 
Accountants. All information included in these financial statements 
was provided by the management of the Cornpany. 

Unlike an audit, which is an examination in accordance with 
generally accepted auditing standards, the objective of which is 
the expression of an opinion regardinq the financial statements 
taken as a whole, a review consists principally of inquiries of 
Company personnel and analytical procedures applied to financial 
data. Accordingly, I do not express an audit opinion. 

Based on my review, I am not aware of any material 
modifications that should be made to the accompanying financial 
statements in order for them to be in conformity with generally 
accepted accounting principals. 

June 8, 1991 



CUSTOM BLENDED OILS, INC 
PEOTONE, IL 60468 
BALANCE SHEET 
MAY 31, 1991 

ASSETS° 

CURRENT ASSETS: 
CASH ON HAND & IN BANKS 	$ 	17,256 
ACCOUNTS RECEIVABLE 	 34,549 
INVENTORY 	 19,440 
PREPAID INTEREST 	 19,270 
EMPLOYEE ADVANCES 	 95 

TOTAL CURRENT ASSETS 

FIXED ASSETS•  
EQUIPMENT 	 $ 	355,276 
ACCM DEPR-EQUIP 	 (211,682 ) 

TOTAL FIXED ASSETS 

OTHER ASSETS•  
INVESTMENT IN RELATED C0. 	S 	16,002 

TOTAL OTHER ASSETS 

Glial!V:\~;~Yy?4 f 1 

$ 	90,610 

143,594 

16,002 

S 	250,206 

The accompanyinq Accountantfs Review Report 
and the Notes to the Financial Statements 

should be read in conjunction with these Financial Statements 



CUSTOM BLENDED OILS, INC 
PEOTONE o  IL 60468 

BALANCE SHEET 
MAY 31 0  1991 

LIABILITIES & STOCKHOLDERS' EOUITY:  

CURRENT LIABILITIES:  
ACCOUNTS PAYABLE 	 $ 	155,126 
PAYROLL TAXES PAYABLE 	 6,407 
SALES TAX PAYABLE 	 (595) 
GARNISHMENT PAYABLE 	 94 
CURRENT PORTION-L.T. DEBT 	 81,053 

TOTAL CURRENT LIABILITIES $ 	242,085 

LONG-TERM LIABILITIES:  
INSTALLMENT LOANS PAYABLE 
LOANS FROM STOCKHOLDERS 
LESS:CURRENT PORTION ABOVE 

STOCKHOLDERS' EOUITY:  
CAPITAL STOCK 
RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES AND 
STOCKHOLDERS' EQUITY 

$ 	123,436 
27,000 
81,053 

69,383 

$ 	10,000 
(71,262 ) 

(61,262 ) 

$ 	250,206 

The accompanying Accountantos Review Report 
and the Notes to the Financial Statements 

should be read in conjunction with these Financial Statements 



CUSTOM BLENDED OILS, INC. 
PEOTONE, IL 60468 
INCOME STATEMENT 
MAY 31, 1991 

INCOME° 

OIL SALES 
OTHER INCOME 

TOTAL INCOME 

COST OF SALES 

$ 	630,684 

54,436 

$ 	685,120 

232,305 

~4~161*~04;18]aF*9 

EXPENSES• 
SALARIES & WAGES 
COMMISSIONS 
REPAIRS & MAINTENANCE 
POSTAGE & OFFICE SUPPLIES 
ADV. & DONATIONS 
RENTAL EXPENSE & LEASES 
PHONE 
UTILITIES 
INSURANCE 
INTEREST EXPENSE 
PROFESSIONAL FEES 
PAYROLL TAXES 
MOTOR FUEL TAX 
PROPERTY TAX 
UNIFORMS 
WASTE DISPOSAL 
TRAVEL EXPENSES 
MISCELLANEOUS 
TRK-LICENSE & TAX 
GAS & OIL 
TRUCK REPAIRS 
TOLLS 

TOTAL EXPENSES 

NET INCOME (LOSS) BEFORE 

I~7~13i~iyli~ 

NET INCOME (LOSS) 

$ 	452,815 

$ 	201,033 

1,790 
7,015 

3,946 

1,626 
22,899 

11,807 
4,839 

116,062 

10,245 
50,515 

23,162 

2,765 
516 

4,664 

10,798 
2,002 

5,475 
8,996 

18,638 

16,146 
1,880 

526,819 

$ 	(74,004) 

29,317 

$ 	(103,321 ) 

The accompanying Accountant's Review Report 
and the Notes to the Financial Statements should 

be read in conjunction with these Financial Statements 



CUSTOM BLENDBD OILS, INC. 
PEOTONE, IL 60468 

STATEMENT OF CHANGES IN RETAINED EARNINGS 
FOR THE EIGHT MONTHS ENDED MAY 31, 1991 

RETAINED EARNINGS BALANCE 
OCTOBER 1, 1990 

ADD: NET INCOME (LOSS) FOR THE EIGHT 
MONTHS ENDED MAY 31, 1991 

RETAINED EARNINGS BALANCE 
MAY 31, 1991 

$ 	32,059 

(103,321 ) 

S 	(71,262 ) 

The accompanyinq Accountant's Review Report 
and the Notes to the Financial Statements should 

be read in conjunction with these Financial Statements 



CUSTOM BLENDED OILS, INC. 
PEOTONE, ILLINOIS 60468 

STATEMBNT OF CHANGES IN FINANCIAL POSITION 
MAY 31 '  1991 

WORKING CAPITAL WAS OBTAINED FROM:  
Operations- 

Net Income (Loss) 	 $ (103,321) 
Add: Items not requiring working 

capital in the current period- 
depreciation 	 29,317 

Total From Operations 	 $ (74,004) 

Loans from Stockholder's 	 27,000  

TOTAL WORKING CAPITAL OBTAINED 	 $ (47,004) 

WORKING CAPITAL WAS USED FOR: 
Additions to Property and Equipment 	$ 	1,230 
Payment and Maturity of 

Long-Term Liabilities 	 44,072 
Investment in Related Company 	1,858 

TOTAL WORKING CAPITAL USED 	 47,160 

INCREASE (DECREASE) IN WORKING CAPITAL 	 ( 94,164) 

CHANGES IN WORKING CAPITAL ACCOUNTS: 

INCREASE (DECREASE) 

	

05-31-91 	10-01-90 	WORKING CAPITAL  

CURRENT ASSETS 	$ 90,610 	$ 140,409 	$( 49,799) 

CURRENT LIABILITIES 	242,085 	197,720 	( 44,365) 

WORKING CAPITAL 	$(151,4751 	( 57,311) 	$( 94,164)  

The accompanying Accountant's Review Report 
and the Notes to the Financial Statements should 

be read in conjunction with these Financial Statements 



Creditor 	Security 

Municipal Bank & Trust 
Municipal Bank & Trust 
Municipal Bank & Trust 

Lasalle National Bank 
CIT Corporation 
CIT Corporation 
CIT Corporation 
CIT Corporation 
Ford Motor Credit Corp 

1986 Mack Truck 
1988 Mack Truck 
Land-Greenfield, 
Indiana Terminal 
1990 Ford Tempo 
2-Fruehauf Trailers 
1988 Entyre Trailer 
Mack Superliner 
1988 Mack Truck 
1988 Escort 

CUSTOM BLENDED OILS, INC. 
PEOTONE, ILLINOIS 60468 

NOTES TO FINANCIAL STATEMENTS 
MAY 31, 1991 

NOTE 1-INVENTORY: 

Inventory is valued at the average cost method, calculated on 
a rolling average basis. 

NOTE 2-DEPRECIATION: 

The Company uses the same depreciation method for tax and book, 
which is the IRS prescibed ACRS or MACRS method. These methods use 
the double declining balance method of depreciation over estimated 
useful lives of three to seven years. 

NOTE 3-LEASE OBLIGATIONS: 

The Company operates in facilities leased from the majority 
stockholder at an annual rate of $24,000.00. The Company also leases 
a computer system at an annual rate of $4064.76, for a term of 3 
years which ends March, 1993. 

NOTE 4-INSTALLMENT LOANS: 

The Company has installment loan obligations as follows: 

Monthly 9/30/90 
Payment Maturitv Balance 

$1063.33 Oct., 1991 $ 6379.98 
893.11 Apri1,1992 10717.32 

864.50 May, 1992 12103.00 
273.69 Oct., 1994 11494.98 
1198.00 June, 1992 16772.00 
618.47 Mar., 1993 14224.81 
1498.00 May, 1993 37450.00 
754.00 Oct., 1992 12818.00 
210.85 Nov., 1991 1475.95 

TOTAL INSTALLMENT LOAN OBLIGATIONS 	 $123436.04 



CUSTOM BLENDED OILS, INC. 
PEOTONE, ILLINOIS 60468 

FINANCIAL STATEMENTS 
SEPTEMBER 30, 1990 



107 N. DIXIE HIGHWAY 

1~ • RQ,y S(~,~~(~Ij 	

P•O. BOX 705 

~P~7
MOMENCE, IL 60954 
(815)  472-2614 

R. RAY SIMPSON 
	

CERTIFIED PUBLIC ACCOUNTANT 

To the Shareholders of 
Custom Blended Oils, Inc® 

I have reviewed the accompanying balance sheet of Custom 
Blended Oils, Inc. at September 30, 1990 and the related 
statements of income, retained earnings, and changes in financial 
position for the year then ended, in accordance with standards 
established by the American Institute of Certified Public 
Accountants. All information included in these financial statements 
was provided by the management of the Company. 

Unlike an audit, which is an examination in accordance with 
generally accepted auditing standards, the objective of which is 
the expression of an opinion regarding the financial statements 
taken as a whole, a review consists principally of inquiries of 
company personnel and analytical procedures applied to financial 
data. Accordingly, I do not express an audit opinion. 

Based on my review, I am not aware of any material 
modifications that should be made to the accompanying financial 
statements in order for them to be in conformity with generally 
accepted accounting principals. 

"a  

May 31, 1991 



CUSTOM BLENDED OILS, INC 
PEOTONE, IL 60468 
BALANCE SHEET 

SEPTEMBER 30, 1990 

ASSETS ° 

CURRENT ASSETS: 
CASH ON HAND & IN BANKS 	$ 	4,594 
ACCOUNTS RECEIVABLE 	 53,110 
INVENTORY 	 53 1 241 
PREPAID INTEREST 	 29,464 

TOTAL CURRENT ASSETS 

FIXED ASSETS:  
EQUIPMENT 	 $ 	354,046 
ACCM DEPR-EQUIP 	 (182,365 ) 

°I'OTAL FIXED ASSETS 

OTHER AS3ETS•  
INVESTMENT o IN RELATED CO. 	 $ 	14,144 

TOTAL OTHER ASSETS 

TOTAL AS3ETS 

$ 	140,409 

171,681 

14,144 

$ 	326,234 

The accompanying Accountantss Review Report 
ant the Notes to the Financial Statements 

should be read in conjunction with these Financial Statements 



CUSTOM BLENDED OILS, INC 
PEOTONE, IL 60468 

BALANCE SHEET 
SEPTEMBER 30, 1990 

LIABILITIES & STOCKHOLDERS ,  EOUITY: 

CURRENT LIABILITIES: 
ACCOUNTS PAYABLE 	 $ 	85,839 
PAYROLL TAXES PAYABLE 	 6,766 
SALES TAX PAYABLE 	 6,724 
CURRENT PORTION-L.T. DEBT 	 98,391 

TOTAL CURRENT LIABILITIES $ 	197,720 

LONG-TERM LIABILITIES:  
INSTALLMENT LOANS PAYABLE 
LESS:CURRENT PORTION ABOVE 

TOTAL L.T. LIABILITIES 

STOCRHOLDERS' EOUITY:  
CAPITAL STOCK 
RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES AND 
STOCKHOLDERSo EQUITY 

$ 	184,846 
98,391 

86,455 

$ 	10,000 
32,059 

42,059 

326,234 

The accompanying Accountant's Review Report 
ant the Notes to the Financial Statements 

should be read in conjunction with these Financial Statements 



CUSTOM BLENDED OILS, INC. 
PEOTONE, IL 60468 
INCOME STATEMENT 

SEPTEMBER 30, 1990 

INCOME° 

OIL SALES 
	

$ 	1,485,320 
OTHER INCOME 
	

177,296 
TOTAL INCOME 
	

$ 	1,662,616 

COST OF SALES 

GR03S PROFIT 

EXPENSES•  
SALARIES & WAGES 
COMMISSIONS 
REPAIRS & MAINTENANCE 
POSTAGE & OFFICE SUPPLIES 
ADV. & DONATIONS 
RENTAL EXPENSE & LEASES 
PHONE 
UTILITIES 
INSURANCE 
INTEREST EXPENSE 
PROFESSIONAL FEES 
PAYROLL TAXES 
MOTOR FUEL TAX 
PROPERTY TAX 
UNIFORMS 
WASTE DISPOSAL 
TRAVEL EXPENSES 
MISCELLANEOUS 
PENALTIES 
TRK-LICENSE & TAX 
GAS & OIL 
TRUCK REPAIRS 
TOLLS  

828,435 

$ 	834,181 

$ 	377,732 
12,143 
18,585 
3,513 
1,986 

36,476 
18,579 
12,884 

140,456 
20,633 
48,458 
41,949 
18,373 
3,135 
7,262 
2,522 
6,814 
8,035 
6,438 

14,015 
57,832 
36,286 
5,845 

TOTAL EXPENSES 	 899,951  

NET INCOME (LOSS) BEFORE DEPRECIATION 
	

$ 	(65,770) 

DEPRECIATION 	 67,921  

NET INCOME (LOSS) 
	

$ 	(133,691 ) 

The accomp[anying Accountant's Review Report 
and the Notes to the Financial Statements should 

be read in conjunction with these Financial Statements 



CUSTOM BLENDED OILS, INC. 
PEOTONE, IL 60468 

STATEMENT OF CHANGES IN RETAINED EARNINGS 
FOR THE TWELVE MONTHS ENDED SEPTEMBER 30, 1990 

RETAINED EARNINGS BALANCE 
OCTOBER 1, 1989 

ADD: NET INCOME (LOSS) FOR THE YEAR 
ENDED SEPTEMBER 30, 1990 

RETAINED EARNINGS BALANCE 
SEPTEMBER 30, 1990 

$ 	165,750 

(133,691 ) 

32.059 

The accompanying Accountant's Review Report 
anf the Notes to the Financial Statements should 

be read in conjunction with these Financial Statements 



CUSTOM BLENDED oILS, INC. 
PEOTONE, ILLINOIS 60468 

STATEMENT OF CH:ANGES IN FINANCIAL POSITION 
SEPTEMBER 30, 1990 

WORKING CAPITAL WAS OBTAINED FROM:  
Operations- 

Net Income (Loss) 	 $ (133,691) 
Add: Items not requiring working 

capital in the current period- 
depreciation 	 67,921 

Total From Operations 	 $ (65,770) 

TOTAL WORKING CAPITAL OBTAINED 

WORKING CAPITAL WAS USED FOR: 
Additions to Property and Equipment 	$ 15,000 
Payment and Maturity of 

Long-Term Liabilities 	 82,771 
Investment in Related Company 	9,134 

TOTAL WORKING CAPITAL USED 

INCREASE (DECREASE) IN WORKING CAPITAL 

$ (65,770) 

106,905 

$(172,675) 

CxANGES IN WORKING CAPITAL ACCOUNTS: 

INCREASE (DECREASE) 

	

09-30-90 	10-01-89 	WORKING CAPITAL  

CURRENT ASSETS 	$ 140,409 	$ 274,922 	$(134,513) 

CURRENT LIABILITIES 	197,720 	159,558 	( 38,162) 

WORKING CAPITAL 	$( 57,311) 	$ 115,364 	1(172,675)  

The accompanying Accountantis Review Report 
and the Notes to the Financial Statements should 

be read in conjunction with these Financial Statements 



CUSTOM BLENDED OILS, INC. 
PEOTONE, ILLINOIS 60468 

NOTES TO FINANCIAL STATEMENT6 
SEPTEMBER 30, 1990 

NOTE 1-INVENTORY: 

Inventory is valued at the average cost method, calculated on 
a rolling average basis. 

NOTE 2-DEPRECIATION: 

The Company uses the same depreciation method for tax and book, 
which is the IRS prescibed ACRS or MACRS method. These methods use 
the double declining balance method of depreciation over estimated 
useful lives of three to seven years. 

NOTE 3-LEASE OBLIGATIONS: 

The Company operates in facilities leased from the majority 
stockholder at an annual rate of $24,000.00. The Company also leases 
a computer system at an annual rate of $4064.76, for a term of 3 
years which ends March, 1993. 

NOTE 4-INSTALLMENT LOANS: 

The Company has installment loan obligations as follows: 

Monthly 9/30/90 
Creditor Securitv Payment Maturitv Balance 

Municipal Bank & Trust 1986 Mack Truck $1063.33 Oct., 1991 $13823.29 
Municipal Bank & Trust Centrifuge 1223.34 Jan., 1991 4893.36 
Municipal Bank & Trust 1988 Mack Truck 893.11 Apri1,1992 16969.09 
Municipal Bank & Trust Land-Greenfield, 

Indiana Terminal 864.50 May, 1992 17290.00 
Lasalle National Bank 1990 Ford Tempo 273.69 Oct., 1994 13410.81 
CIT Corporation 2-Fruehauf Trailers 1198.00 June, 1992 25158.00 
CIT Corporation 1988 Entyre Trailer 618.47 Mar., 1993 18554.10 
CIT Corporation 1986 Mack Truck 835.00 Mar., 1991 5010.00 
CIT Corporation Mack Superliner 1498.00 May, 1993 47936.00 
CIT Corporation 1988 Mack Truck 754.00 Oct., 1992 18850.00 
Ford Motor Credit Corp. 1988 Escort 210.85 Nov., 1991 2951.90 

TOTAL INSTALLMENT LOAN OBLIGATIONS 	 $184846.55 
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TECHNICAL ENFORCEMENT SUPPORT AT HAZARDOUS WASTE SITES 
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~~ 

T`iDING: RCRA 	TES NUMBER: 10 	WORK ASSIGNMENT NUMBER: R05046 
i_JEK:10R05R05046 CONTRACT #:68-W9-0007 AMENDMENT NUMBER: 00001 
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STATEMENT OF WORK 

1. Title 

Custom Blended Oils, Inc., Peotone, Illinois, Evaluation of Ability to 
Pay. 

2. Purpose of Task 

The contractor will evaluate Custom Blended Oils, Inc.'s (E&L Tank 
Cleaners, Inc.) ability to pay a civil penalty of $85,750. 

3. Background 

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) was issued a complaint 
for violations of 40 CFR Part 266 on June 14, 1990. During negotiations 
with the facility, representatives have indicated that the facility is 
unable to pay the proposed civil penalty of $85,750. Expeditious analysis 
of financial data supplied is essential to ongoing settlement 
negotiations. 

4. Description of Tasks 

The contractor will determine Custom Blended Oils, Inc.'s ability to pay 
after evaluation of corporate financial data for Custom Blended Oils, Inc. 
and E&L Tank Cleaners, Inc., the predecessor corporation. 

5. Deliverables Required 

(a) Submit a detailed workplan describing the financial review process, 
level of contractor effort required (including a skill breakdown), and 
schedule for completing this work assignment. Specify standard procedures 
and analytical software to be used. 

(b) Provide U.S. EPA with a written review of the financial records and 
determination of Custom Blended Oils, Inc.'s ability to pay the proposed 
civil penalty of $85,750. If it is found that Custom Blended Oils, Inc. 
does not have the ability to pay the proposed civil penalty, provide a 
determination of the ability possessed by Custom Blended Oils, Inc. 

6. Schedule for Task Completion 

(a) Financial data can be provided by U.S. EPA immediately when the work 
assignment is issued. 

(b) The financial review and determination of ability to pay should take 
approximately two weeks to complete. A draft written review should be 
provided at this time. A final written review should be completed 
within one week after receipt of U.S. EPA comments on the draft. 

7. Estimated Level of Effort 

The estimated LOE for this work assignment is 100 hours_ 

8. Work Assignment Manaaer 

The U.S. EPA primary contact is Allen Wojtas, an Environmental Engineer in 
the MI/WI Technical Enforcement Section of the RCRA Enforcement Branch. 
His telephone number is (312) 886-6194. 



~ECHNICAL ENFORCEMENT SUPPORT AT HAZARDOUS WASTE SITES  / 

10. Lucat~o: 	PEOTONE 11. State 	IL 12. Region/NQ: 	05 
13. ~A Sitp/Facility lD 0; 	ILD069503944 14. NPL Site: 	No 15. RCRA FaciiiLy: 	Yes 
l6. CERCLA DNLY:FMS Site/Spil\ lU: 17. CERCLlS OP Unit #! 
18. CERCLlS/Event/Activity/NSS: 	2101- 	 170l- N15- 

-_ ..... . ...   .......   ...........  	....... -_'_--__ ....... 	 - 	.....   ....... --__ 	... .. _- ...... __ ... . ....... . ........  _- .................................  	.............  	.......  	.....  	...   ..... ........... 	-'-_-  ...........  	....  	................  	..................................  	.................  	.... 	 ... 
21. Task lype:  Financia1 	Assessment Z2. Task Number: 10 

PneviouslyApproved; 	 4,000 
This Acrioo:  
lntal ~ 	 0 	 0| 	 l00 	 4,00~ 

` " 

27. Number of Payes to Follow: 	0 
28. ~~ erence lofo ~ matioo: _Attac ~d 	 _ Transmitted Spperate ~ y 	_Pick Up From 
29, kpporting Requirementsx 	_8ripfing 	XDraYt Report 	X_ Letter Report 	X_Finu\ Repnrt 	_Other 

__ 
30, Initiatnr; Work Assignmemt Manager \WAM) 

31. Address: 

3S A 	l R 	l P oj t Offi 	OR HQ Pn~ t Offi 	(RPD/PO) 

40. Contracting Officer (CU> 

<SIGNl 	 41. Datel  
N~e~ Stephen Kovash 	 (B ~ ective Date) 

42. Cnmtrador 	 Of Receipt (Signature and Title) 

-~ l 



DATA •OR CUSTOM BLENDED OILS, lXC. 

ANALYSIS DATE: 3/019:1 

DEBT EQUITY RATIOS 

i989 	43.19 	A RATIO GREATER THAN 1.5 TNDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

038 N/A 	THE FIRM HAS ZERO OR NEGATIVE EQUITY 
INDICATING INSOLVENCY 

1987 	5.79 	A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1986 	9.75 	A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1985 	8.85 	A RATIO GREATER THAN 1.5 1NDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

CURRENT RATIOS 

-939 	4.03 A RATIO GREATER THAN OR EQUAL TO 
2.0 INDICATES HEALTHY LIQUIDITY 

i988 	5.04 a RATIO GREATER THAN OR EQUAL TC 
2.0 1NDICATES HEALTHY LIQUIDITY 

1987 1.39 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

1986 Om72 A RATIO LESS THAN 2.0 MAY 1N1.?ICATE 
LIQUIDITY PROBLEMS 

i985 0.34 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

BEIVER'S RATIOS 

1989 	0.31 A RATIO GREATER THAN 0.20 INDICATES 
HEALTHY SOLVENCY 

i988 0.14 A RATIO BETWEEN 0.10 AND O»20 	IS 
INDETERMINATE 

1987 0.02 A RATIO GREATER THAN 0.20 INDICATES 
HEALTHY SOLVENCY 

i986 Ow17 A RATIO BETWEEN 0.10 AND 0.20 	1S 
INDETERMINATE 

1985 0.25 A RATIO GREATER THAN 0.20 INDICATES 



HEALTHY SOLVENCY 

P•EASE ENTER A CARRIAGE RETURN TO CONTINUE 

TIMES INTEREST EARNED 

0989 	2.60 A RATIO ABOVE 2.O 1S A GOOD 
SOLVENCY 1NDICATOR 

009 A RATIO LESS THAN 2.0 MAY 1NDICATE 
SOLVENCY PROBLEMS 

1987 	1.86 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

1.35 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

i9os 	1.64 A RATIO LESS THAN 2.0 MAY iNDICATE 
SOLVENCY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

ABEL INTERPRETS THE OVERALL RESULTS OF THE FINANCIAL 
RATIOS AS FOLLOWS: 

ALTHOUGH THE FIRM ALREADY HAS SUBSTANTIAL BORROWINGS 
1TS SHORT-TERM AND LONG-TERM PROSPECTS ARE PROBABLY 
SUFFICIENTLY STRONG TO ALLOW IT TO FINANCE PENALTIES OR 
INVESTMENTS, A PHASE TWO ANALYSIS IS RECOMMENDED. 

ABEL NOTES THAT THE FIRM'S MOST RECENT DEBT-EQUITY 
RATIO IS SUBSTANTIALLY POORER THAN ITS HISTORIC AVERAGE. 

ABEL NOTES THAT THE FIRM'S MOST RECENT CURRENT 
RATIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE. 
ABEL NOTES THAT THE FIRM'S MOST RECENT TIMES INTEREST 
EARNED IS SUBSTANTIALLY BETTER THAN 1TS HISTORIC AVERAGE. 

✓✓ YOU WISH TO CONTINUE WITH THE PHASE TWO ANALYSIS 
(Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) A NEW 
INVESTMENT (1), OR BOTH (B) '"? 

PLEASE !NPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF THERE 1S No TARGETED PENALTY, 
ENTER 0. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED IN 
(E.G ~ '  084) 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL: 



1. REINVESTMENT RATE = 0.00 
2. NOMINAL DISCOUNT RATE 

INFLATI'N RAT" = 3.44 
4. MARGINAL" INCOME TAX RATE =38.50% 

DO YOTUT WI'iSH TO HAVE THESE ITEMS EXPLA -I- NED (Y OR N')"-,' 

M;" DO YOU W-I- SH '-lr'0 C"*rvllANG"E ANY 0rr-1 I-PHESE INPU.Lo (Y OR N)T 

A'rr')EL 14SI) READY TO PROV'jr-*DE OUTPUT. YOU 
O'C" mLHREE OUTPUT OPTIONCD. 

-9 . 	 -i PRINT ONLY THE POSSIBILITY OF T'L'E 
OF THE F"ir-RM'S FIVE YEAR PROJECTED 
EITH"ZR AN 'INITIAL PR,0POSED S"ETICLE1 

HAVE THE %",'HOICE 

PREiSnPENT VALUE 
CASH FLOW EXCEEDING 

9ENT PENALTY OR A REQUIRED 

i*H -^WING THE NET AT7ArL -"'BLE CASH FLOW PRINT A TABLE 'D %J 	V -L M 
WITH AN ANALYSIS OF THE TABLE. 

"ILED TABIE SHOWING r"HE COM"ONEN"S 0" THE 1) 	PRINT A DET"M 	 li iz~ 	 J. 	r 	I 	r 
FIRM"i" CASH FLOWS. TH'j7-'S OP"L"ION MAY BE HELPFUL TO FINANCIAL 

"'S NOT RECOMMENDED FOR MOST USER'o. ANALYSTS BUmL L 
PirAEA'D"E ENT"ZR YOD ► R CHOIC'r-1 ( -1,2 OR 3). 

THERE IS A '90.0" -0. CHAN%C-E THAT THE FIERM 
CAN FINANCE THE PROPOSED SETimLEMENT PENALTY OF 
$ 	85750.003 BZ'iSED ON rl"HE 'STRENGTH OF INTERNt-A-ILLY 
GENERATED CAS'n" F'J'JOWS FOR THr"_", NEXT F]L-VE YEA11"r.S. 

WOULD YOU LIKE mLO SEE MORE DETA"ILED OUTPUT ► Y %--'JR N)"? 

WOULriD YOU P-r'rZEFER OUTPUlm OP'-,L"ION 2 OR 3? 

ABEL IS READY miO B`EGIN Olu'"il"PUT. --'L"F YOU WISH, PLEASE 
POir3dmLION Y(Z)UR PRINTER TO TvrriE START OF A NEAW PAGE. PLEASE 
ENTER A "CARRIAGE 'ARETURN TO 11"O'ONTINIJE 

DATA FOR CUSTOM BLENDED 0I -l-,S, 	'TLNC. 

ANALYSIS DATE.- 3/8/91 

NET PRESENT VlALUE 
PROBABIL'-'rL*TY AVA -ILABLE 

50.0 2`887165.331 

6- 0.0 250025.37 

70.0 20085229.31 

80.0 4t. Zr.) 9 on '3', 6 . 4 4 

90.0 92462.75 

95.0 36879.413' 

99.0 0 

EQUIVAILENT 
ANNUAL CHARGE 

112125.56 

97083.12 

80970.50 

62063.39 

35902.65 

14320.03 

a 



PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

THIS TABLE SHOWS THE PROBABILITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVE• AMOUNT. FOR EXAMPLE, 
THERE IS A 95.00 A CHANCE OF FINANCING A LUMP 
SUM PENALTY OF UP TO A 	3GG79.43 BASED ON THE STRENGTHS 
OF PROjECTED iNTERNABLY GENERATED CASH FLOWS. THIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	14320.03. 

DO 'i''OU WISH TO PERFORM THE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR NN 

D ✓ YOU WISH TO ANALYZE ANOTHER CASE (Y OR NK 

ALL OF YOUR •UTPUT HAS BEEN SAVED IN A FILE. 
DO YOU WISH TO RECEIVE A PRINTED COPY OF THIS OUTPUT? 
MYES, NwNO) 

03/oa/sl 
	

LEGAL RESEARCH SYSTEMS 
	

09:23 AM 

1. ENFORCEMENT DOCUMENT RETRIEVAL SYSTEM 	(EDRS) 
2. HAZARDOUS WASTE CASEFINDER 	(HWCF) 
3. SUPERFUND RECORDS OF DECISION SYSTEM 	(RODS) 
4. ATTORNEY ROSTER DATABASE 	(ROST) 

5. BEN 	PENALTY MODET, 
G. 	ABEL PENALTY MODEL 

C - ENTER COMMENTS 	E - EXIT TO TSO 	L - LOGOFF COMPUTER 



CHICAGO LINE 312 I 821•4747 
PEOTONE LINE 312 1 258•6881 

P. 0. BOX #41 
PEOTONE, IL 60468 666 

CUSTOM 
BLENDED 
OILS, INC. 

Quality Blended Fuel Oils 

June 13, 1991 

Sandra R. Otaka, Esq. 
Assistant Regional Counsel 
U.S. Environmental Protection Agency 
Region V 
230 South Dearborn Street 
Chicago, Il. 60604 

Dear Counsellor: 

Re: Custom Blended Oils, Inc. 
USEPA ID NO ILD 069 503 944 

In accordance wi.th  discussions at our last meeting in your off ices, we are 
enclosing the following documents. 

1. Reviewed f inancial statement as of 9/30/90. 

2. Reviewed f inancial statement as of 5/31/91. 

3. Statement of R. Ray Simpson, Certif ied Public Accountant, detailing the 
basis of the financial statements and Federal Income Tax Returns. Also 
included is an analysis of why the Tax Returns show a slight profit 
and the fact that in that fiscal period Custom Blended suffered a 
substantial operating loss and loss of working capital which is depicted 
in the reviewed financial statements. 

During that meeting, and at previous meetings, we have stated that Custom Blended 
was not able to pay penalties of the magnitude stated or even the revised amount. 

One of the suggested methods for achieving payment was to sell or borrow against 
some of the companies assets. We have studied this suggestion thoroughly and have 
concluded the following. 

1. The operating assets consisting of office equipment, process equipment, 
and two (2) automobiles used for sales representatives are all an integral 
part of day to day business operations. A sale or loss of any of this 
equipment would make it virtually impossible to stay in business. 

2. The mobile assets consist of Four (4) Tractor-Trailer units and Five (5) 
Tank Trucks. These vehicles are all used for pick-up and delivery. The 
loss of any one of these trucks, for any reason, would be davastating 
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because it would mean lost customers or suppliers and consequently 
lost business which the company positively cannot afford at this 
time. In fact any such loss would be so crippling to the company 
that the company very well could not survive. 

3. Custom Blended also has an oil/water centrifuge and a 1979 truck 
both of which have no market value. 

Please allow us to reiterate the fact that we have rectif ied our operating 
and record keeping procedures to comply with a11 applicable regulations and 
that we do provide a recycling service in the spirit of the Resource 
Conservation and Recovery Act. 

Thank you very much for your help and consideration in resolving this matter. 

Sincerely, 
Custom,Blended Oils, Inc. 

~ 

. VUk-k  



Table 1. 	Financial Information for Custom Blended Oi1s, Inc. 
FY 1990, 	May 31, 	1991 and 1991 annualized data (reviewed data) 

Annualized 
Item FY 1990 	May 31, 	1991 1991 	1/ 

---------------- (S) ---------------------------- 
INCOME STATEMENT DATA: 

Sales 1,485,320 630,684 838,810 
Cost of Goods So1d 828,435 232,305 308,966 

Gross Profit 
------------ 

656,885 
------------ 

398,379 
--------------- 

529,844 
Other Income 177,296 54,436 72,400 

Total 	Income' 834,181 452,815 602,244 

Sellinq and Administrative 947,239 545,891 726,035 
Interest 20,633 

------------ 
10,245 

--------------- 
13,626 

Total Expenses 
------------ 

967,872 556,136 739,661 

Net Income (Loss) 	Before Tax (133,691) (103,321) (137,417) 
Extraordinary Items/Disc Ops 0 0 0 

Provision for Taxes 0 0 0 

Net Income After Taxes 
------------ 

(133,691) 
------------ 

(103,321) 
--------------- 

(137,417) 

Depreciation/Depletion 67,921 29,317 38,992 
Cash F1ow (65,770) (74,004) (98,425) 

BALANCE SHEET DATA: 

ASSETS 
Cash 4,594 17,256 ------ 
Accounts Receivable 53,110 34,549 ------ 
Inventories 53,241 19,440 ------ 
Prepaid Interest 29,464 19,270 ------ 
Notes Receivable 0 0 ------ 
Employee Advances 

------------ 
0 

------------ 
95 

--------------- 

------ 

Total Current Assets 140,409 90,610 ------ 

Investment in Related Company 14,144 16,002 ------ 
Net Property and Equipment 171,681 143,594 ------ 
Deferred Charges 0 0 ------ 
Invest & Adv to Subs 0 0 ------ 

Total Long-Term Assets 
------------ 

185,825 
------------ 

159,596 
--------------- 

------ 

Total Assets 326,234 250,206 ------ 



Table 1. Financial Information for Custom Blended Oils, Inc. 
FY 1990, May 31, 1991 and 1991 annualized data (reviewed data) 

Annualized 
Item FY 1990 May 31, 	1991 	1991 	1/ 

---------------- (S) ----------------------------  

LIABILITIES 
Accounts Payable 85,839 155,126 	------ 
Garnishment Payable 0 94 	------ 
Current Portion,Long-term Debt 98,391 81,053 	------ 
Payroll Taxes Payable 6,766 6,407 	------ 
Sales Tax Payable 6,724 (595) 	------ 
Current Portion,Capital Leases 0 0 	------ 
Other Current Liabilities 0 0 	------ 

Total Current Liabilities 197,720 242,085 	------ 

Deferred Charges/Inc 0 0 	------ 
Noncurrent Capital Leases 0 0 	------ 
Other Long-term Liabilities 0 0 	------ 
Long-term Debt 86,455 69,383 	------ 

Total Long-term Liabilities 86,455 69,383 	------ 

Total Liabilities 284,175 311,468 	------ 

Common Stock Net 0 0 	------ 
Treasury Stock 0 0 	------ 
Retained Earnings 32,059 (71,262) 	------ 
Capital Stock 10,000 10,000 	------ 

Total Owners' Equity 
------------ 

42,059 
--------------- ------------ 

(61,262) 	------ 

Total Liabilities & Owners' 326,234 250,206 	------ 
Equity 	=___________ __________=_  

1/ Annualized 1991 data are obtained by multiplying the May 31, 1991 data 
by 1.33 (May 31, 1991 data represents 2/3 of the fiscal year). This 
estimation of 1991 data may not be reflective of the actual 1991 data. 
It is not appropriate to annualize balance sheet data; thus, only income 
statement data are annualized for FY 1991. 



Table 2. Financial Information for Custom Blended Oils, Inc. as a 
Percent of Sales, Assets or Liabilities and Owners' Equity 
FY 1990, May 31, 1991 and 1991 annualized data (reviewed data) 

Item FY 1990 May 31, 	1991 
Annualized 

1991 

INCOME STATEMENT DATA: 

----------------(Percent of Sales) ------------- 

6ales 100.0% 100.0% 100.0% 
Cost of Goods Sold 55.8% 36.8% 36.8% 

Gross Profit 44.2% 63.2% 63.2% 
Other Income 11.9% 8.6% 8.6% 

Total Income 56.2% 71.8% 71.8% 

Selling and Administrative 63.8% 86.6% 86.6% 
Interest 1.4% 1.6% 1.6% 

Total Expenses 65.2% 88.2% 88.2% 

Net Income 	(Loss) Before Tax 	-9.0% -16.4% -16.4% 
Extraordinary Items/Disc Ops 	0.0% 0.0% 0.0% 

Taxes 0.0% 0.0% 0.0% 
Net Income After Taxes -9.0% -16.4% -16.4% 

Depreciation/Depletion 4.6% 4.6% 4.6% 
Cash Flow -4.4% -11.7% -11.7% 

BALANCE SHEET DATA: 
**##*+*+#+##+***+kk 

----------------(Percent of Assets)------------ 
ASSETS 
Cash 1.4% 6.9% 	------ 
Accounts Receivable 16.3% 13.8% 	------ 
Inventories 16.3% 7.8% 	------ 
Prepaid Interest 9.0% 7.7% 	------ 
Notes Receivable 0.0% 0.0% 	------ 
Employee Advances 0.0% 0.0% 	------ 

Tota1 Current Assets 43.0% 36.2% 	------ 

Investment in Related Company 
Net Property and Equipment 
Deferred Charges 
Invest & Adv to Subs 

Total Long-Term Assets 

4.3% 
52.6% 
0.0% 
0.0% 

57.0% 

6.4% 
57.4% 
0.0% 
0.0% 

63.8% 

Total Assets 	100.0% 	100.0% 



Table 2. Financial Information for Custom Blended Oils, Inc. as a 
Percent of Sales, Assets or Liabilities and Owners' Equity 
FY 1990, May 31, 1991 and 1991 annualized data (reviewed data) 

Annualized 
Item 
	FY 1990 	May 31, 1991 	1991 

-----(Percent of Liabilities & Owners' Equity)- 

LIABILITIES 
Accounts Payable 26.3% 62.0% 	------ 
Garnishment Payable 0.0% 0.0% 	------ 
Current Portion,Long-term Debt 30.2% 32.4% 	------ 
Payroll Taxes Payable 2.1% 2.6% 	------ 
Sa1es Tax Payable 2.1% -0.2% 	------ 
Current Portion,Capital Leases 0.0% 0.0% 	------ 
Other Current Liabilities 0.0% . 	0.0% 	------ 

Total Current Liabilities 60.6% 96.8% 	------ 

Deferred Charges/Inc 0.0% 0.0% 	------ 
Noncurrent Capital Leases 0.0% 0.0% 	------ 
Other Long-term Liabilities 0.0% 0.0% 	------ 
Long-term Debt 26.5% 27.7% 	------ 
Total Long-term Liabilities 26.5% 27.7% 	------ 

Total Liabilities 
------------ 

87.1% 
------------ --------------- 

124.5% 	------ 

Common Stock Net 0.0% 0.0% 	------ 
Treasury Stock 0.0% 0.0% 	------ 
Retained Earnings 9.8% -28.5% 	------ 
Capital Stock 

------------ 
3.1% 

°----------- 
4.0% 	------ 

--------------- 
Total Owners' Equity 12.9% -24.5% 	------ 

Total Liabilities & Owners' 100.0% 100.0% 	------ 
Equity 



Table 3. Ratio Analysis for Custo® Blended Oil, Using Reviewed Financial Data 

Ratio 

FY 1990 
------------------ 
Custo® 	SIC 5172 1/ 

------------------------ 
Nay 31, 	1991 

Custo® 
Proble® 
Zone 

1990 Ratios 
Falling in 
Proble® Zone 

LIQUIDITY RATIOS: 
----------------- 
Current Ratio 0.71 1.80 0.37 <2.0 + 

Quick Ratio 0.44 1.20 0.29 <1.0 

LEVERAGE RATIOS: 
---------------- 
Debt to Equity Ratio 6.76 0.91 -5.08 >1.5 

Debt to Assets Ratio 0.87 0.51 1.24 >0.65 * 

SOLVENCY RATIOS: 
---------------- 

Fixed Charge Coverage Ratio -0.41 N/A 2/ -0.42 <1.5 * 

Cash Flow Coverage Ratio -0.23 N/A -0.24 <0.15 

Beaver's Ratio -0.23 N/A -0.24 <0.10 

Ti®es Interest Earned -5.48 N/A -9.09 <2.0 + 

PROFITABILITY RATIOS: 
--------------------- 
Retucn on Equity -3.18 0.11 1.69 <COC 3/ 

Return on Assets -0.41 0.05 -0.41 <0.06 + 

1/ The SIC 5172 ratios represent ®edian ratios for the industry (industry norss) as reported in Dun 6 
Bradstreet's Industry Norns fi Key Business Ratios. The only exception is the debt to assets ratio; 
this ratio is a calculated eean for 1,665 establish®ents in SIC 5172 in 1990, based on data found in 
the sa®e publication. 

2/ N/A = Not Available and cannot be calculated fro® available industry data. 
3/ COC = Cost of Capital for the cocpany 



Table 4. Ratio Analysis for Custom Blended Oil, Using Reviewed Financial Data 
[Scenario 1: Assumes Payment of a 820,000 Civil Penalty Through 

the Sale of 822,000 in Accounts Receivablel 

FY 1990 	May 31, 1991 	1990 Ratios 

	

------------------ 	-------------------- 	Problem 	Falling in 
Ratio 	Custom SIC 5172 	1/ 	Custo® 	Zone 	Problem Zone 

LIOUIDITY RATIOS: 
----------------- 
Current Ratio 0.60 1.80 0.28 <2.0 * 

Quick Ratio 	0.33 	1.20 	0.20 	<1.0 	d 

LEVERAGE RATIOS: 

Debt to Equity Ratio 14.17 0.91 -3.74 >1.5 * 

Debt to Assets Ratio 0.93 0.51 1.36 >0.65 ~ 

SOLVENCY RATIOS: 
---------------- 
Fixed Charge Coverage Ratio -0.48 N/A 2/ -0.51 <1.5 ~ 

Cash Flor Coverage Ratio -0.30 N/A -0.30 <0.15 > 

Beaver's Ratio -0.30 N/A -0.30 <0.10 * 

Times Interest Earned -6.45 N/A -11.04 <2.0 * 

PROFITABILITY RATIOS: 
--------------------- 
Return on Equity -7,66 0.11 1,48 <COC 3/ k 

Return on Assets -0.51 0.05 -0.54 <0.06 ~ 

1/ The SIC 5172 ratios represent median ratios for the industry (industry norms) as reported in 
Dun & Bradstreet's Industry Norms & Key Business Ratios. The only exception is the debt to 
assets ratio; this ratio is a calculated mean based on 1,665 establishments in SIC 5172 in 1990, 
based on data found in the same publication. 

2/ N/A = Not Available and cannot be calculated from available industry data. 
3/ COC = Cost of Capital for the company 



Table S. 	Ratio 
[Scenario 2: 
of 822,000 

Analysis for Custom Blended Oil, Using Reviewed Financial Data 
Assumes Payment of a 830,000 Civil Penalty Through the Sale 

of Accounts Receivable and Ner Long-term Debt of 810,0001 

FY 1990 Nay 31, 	1991 1990 Ratios 
------------------ ----------------- Problem Falling in 

Ratio Custom 	SIC 5172 1/ Custom Zone Problem Zone 

LIQUIDITY RATIOS: 
----------------- 
Current Ratio 0.60 1.80 0.28 <2.0 

Quick Ratio 0.33 1.20 0.20 <1.0 k 

LEVERAGE RATIOS: 
---------------- 
Debt to Equity Ratio 29.24 0.91 -3.45 >1.5 ~ 

Debt to Assets Ratio 0.97 0.51 1.41 >0.65 k 

SOLVENCY RATIOS: 
---------------- 
Fixed Charge Coverage Ratio -0.52 N/A 2/ -0.56 <1.5 * 

Cash Flow Coverage Ratio -0.33 N/A -0.32 <0.15 ~ 

Beaver's Ratio -0.33 N/A -0.32 <0.10 * 

Times Interest Earned -6.93 N/A -12.01 <2.0 • 

PROFITABILITY RATIOS: 
--------------------- 
Return on Equity -16.27 0.11 1,43 <COC 3/ 	+ 

Return on Assets -0.54 0.05 -0.58 <0.06 * 

1/ The SIC 5172 ratios represent median ratios for the industry (industry norms) as reported in 
Dun fi Bradstreet's Industry Norms 6 Key Business Ratios. The only exception is the debt to 
assets ratio; this ratio is a calculated mean for 1,665 establishments in SIC 5172 in 1990, 
based on data found in the same publication. 

2/ N/A = Not Available and cannot be calculated from available industry data. 
3/ COC = Cost of Capital for the company 



Table 6. Ratio Analysis for Custom Blended Oil, Using Reviewed Financial Data 
[Scenario 3: Assumes Payment of a 940,000 Civil Penalty Through the 

Acquisition of 840,000 in New Long-term Debt] 

FY 1990 	Nay 31, 1991 	1990 Ratios 

	

------------------ 	----------------- 	Problem 	Falling in 
Ratio 	Custom SIC 5172 	1/ 	Custom 	Zone 	Problem Zone 

LIQUIDITY RATIOS: 
----------------- 

Current Ratio 	0.71 	1.80 	0.37 	<2.0 	* 

Quick Ratio 	0.44 	1.20 	0.29 	<1.0 	* 

LEVERAGE RATIOS: 

Debt to Equity Ratio 157.44 0.91 -3.47 >1.5 	* 

Debt to Assets Ratio 0.99 0.51 1.40 >0.65 	* 

SOLVENCY RATIOS: 
---------------- 

Fixed Charge Coverage Ratio -0.56 N/A 2/ -0.60 <1.5 	* 

Cash Flow Coverage Ratio -0.33 H/A -0.32 <0.15 	* 

Beaver's Ratio -0.33 N/A -0.32 <0.10 	* 

Times Interest Earned -7.42 N/A -12.99 <2.0 	* 

PROFITABILITY RATIOS: 
--------------------- 
Return on Equity -84.36 0.11 1.42 <COC 3/ 	* 

Return on Assets -0.53 0.05 -0.57 <0.06 	* 

1/ The SIC 5172 ratios represent median ratios for the industry (industry norms) as reported in 
Dun & Bradstreet's Industry Norms & Key Business Ratios. The only exception is the debt to 
assets ratio; this ratio is a calculated mean for 1,665 establishments in SIC 5172 in 1990, 
based on data found in the same publication. 

2/ N/A = Not Available and cannot be calculated from available industry data. 
3/ COC = Cost of Capital for the company 



Table 7. 	Summary table 
1990 data and 

of ratio 
assumed 

analysis for Custom Blended Oil, based on revieued 
payment of civil penalty under three scenarios 

Industry Custom Blended Oil's 1990 Ratios 2/ 
Norm For ------------------------------------------------ Problem 

Ratio 1990 1/ Actual Scenario 1 	Scenario 2 	Scenario 3 Zone 

LIOUIDITY RATIOS; 
#++++##++++++++## 
Current Ratio 1.8 0.71 0.60 0.60 0.71 <2.0 

Ouick Ratio 1.2 0.44 0.33 0.33 0.44 <1,0 

LEVERAGE RATIOS: 

Debt to Equity Ratio 0.91 6.76 14.17 29.24 157.44 >1.5 

Debt to Assets Ratio 0.51 0.87 0.93 0.97 0.99 >0.65 

SOLVENCY RATIOS: 

Fixed Charge Coverage Ratio N/A 3/ -0.41 -0.48 -0.52 -0.56 <1.5 

Cash Flor Coverage Ratio N/A -0.23 -0.30 -0.33 -0.33 <0.15 

Beaver's Ratio N/A -0.23 -0.30 -0.33 -0.33 <0.10 

Times Interest Earned N/A -5.48 -6.45 -6.93 -7.42 <2.0 

PROFITABILITY RATIOS: 

Return on Equity 0.11 -3.18 -7.66 -16.27 -84,36 <COC 4/ 

Return on Assets 0.05 -0.41 -0151 -0.54 -0.53 <0.06 

1/ Industry norms are representative of SIC 5172, Petroleum and Petroleum Products Yholesalers, Except 
Bulk Stations and Terminals 

2/ Scenarios 1, 2 and 3 have the folloxing characteristics: 

Scenario 1 	Scenario 2 	Scenario 3 
----------- 	------------ 	------------ 

Civil Penalty Payment 	820,000 	830,000 	840,000 
--------------------- 
Source of Payment 	(1) Sale of $22,000 in 	(1) Sale of $22,000 in (1) Ner Long-term Debt 
----------------- 	Accounts Receivable 	Accounts Receivable 	of 840,000 

(2) Ner Long-term Debt 
of 910,000 

Assumed Financial 
Statement Data (8): 

--------------------- 
Sales 1,485,320 1,485,320 1,485,320 
Net Income After Taxes (153,691) (163,691) (173,691) 
Current Assets 118,409 118,409 140,409 
Long-term Debt 86,455 96,455 126,455 

3/ N/A = Not available and cannot be calculated from available published data. 



DATA FOR E AND E. TANK CLEANERS 

ANALYSIS DATE: 12/11/90 

DEBT EQUITY RATIOS 

1987 	1»32 	A RATIO LESS THAN 1.5 INDICATES THE FIRM 
MAY HAVE ADDITIONAL DEBT CAPACITY 

1986 	2-42 	A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1985 	8.85 	A RATTO ;REATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1984 	23.92 	A RATIO GREATER THAN 1®5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

PLEASE ENTER A, CARRIAGE RETURN TO CONTINUE 

CURRENT RATIOS 

1987 0.57 A RATIO LESS THAN 2.0 MAY TNDICATE 
LIQUIDITY PROBLEMS 

1986 0.811 A RATIC) LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEVIS 

1985 0.•4 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

1984 0.36 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

BEAVER'S RATIOS 

1987 Os64 A RATIO GREATER THAN 0.20 INDICATES 
HEALTHY SOLVENCY 

1986 0.58 A RATIO GREATER THAN 0.20 INDICATES 
HEALTHY SOLVEN•Y 

1985 O,25 A RATIO GREATER THAN 0.20 INDICATES 
HEALTHY SOLVENCY 

'984 0.22 A RATIO GREATER THAN 0.20 1NDICATES 
HEALTHY SOLVENCY 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

TIMES INTEREST EARNED 

1987 	4.14 A RATIO ABOVE 2.0 IS A GOOD 
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1986 2.80 A RATIO ABOVE 2.0 IS A GOOD 
SOLVENCY INDICATOR 

e985 1-64 A RATIO LESS THAIll 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

1984 0.28 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

ABEI, INTERPRETS THE CIVERALL RESULTS OF THE FINANCIAL 
RATIOS AS FOLLOWS: 

ALTHOUGH THE FIRM MAY FACE CURREN'r CASH (OR LIQUIDITY) 
CONSTRAINTS, ITS LONG—TERM PROSPECTS ARE GOOD AND 1T SHOULD 
BE ABLE TO FINANCE PENALTIES AND INVESTMENTS. A PHASE 
TWO ANALYSIS IS RECOMMENDED, 

ABEL NOTES THAT THE FIRM'S MOST RECENT DEBT—EQUITY 
RATIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE. 

ABEL NOTES THAT THE FIRM'S MOST RECENT BEAVER'S 
RATIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE. 
ABEL NOTES THAT THE FIRM'S MOST RECENT TIMES INTEREST 
EARNED IS SUBSTANTIALLY BETTER TIIAN ITS HISTORIC AVERAGE. 

DO YOU WISH TO CONTTNUE WITH THE PHASE TWO ANALLY SIS 
(Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

THAT IS QUITE DIFFERENT FROM THE MOST RECENT YEAR OF 
DATA WliICH IS 1987 ARE YOU SURE IT IS CORRECT (Y OR N)? 

PLEASE ENTER WHA-1 YEARS DOLLARS YOU WRNT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) ,A NE-W 
INVESTMENT (I), OR BOTH (B) ? 

PLEASE INPUT TTiE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOTYNT (E.G., 5000); lF THERE IS NO TARGETED PENALTY, 
ENTER 0. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED !N 
(E.G., 1984) 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL; 
1. REINVESTMENT RATE = 0.00 
2. NOMINAL DISCOUNT RATE =17.50 ~ 
3. INFLATION RATE = 3.44 ~ 



PV O&M 	NET PV 	ANNUAL 
EXP 	AVAILABLE CHARGE 

0.00 	293904.50 

0_00 	270118.44 

0.00 	244640.25 

0.00 	214743.37 

0.00 	173376m56 

0.00 	139248.81 

114121.06 

104885.12 

94992.12 

83383.37 

67320.87 

54069.36 
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DO voU WISH TO HAVE THESE TTEMS EXPLAINED (Y OR N)? 

DO YOIJ WISH TO CHANGE ANY OF THESE INPUTS (Y OR N)? 

ABEL TS  READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS: 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

2, PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE TABLE. 

T PRINT A DETAILED TABLE SHOWTNG THE COMPONENIS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS. 

PLEASE ENTER YOUR CHOICE (1,2 OR 3). 

THERE IS A 98.7 * CHANCE THAT THE FIRM 
CAN Fj'NANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	85750.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS. 

WOULD YOU LIKE TO SEE MORE DETAILED OUTPUT (Y OR N)? 

WOULD YOU PREFER OUTPUT OPTION 2 OR 3? 

ABEL IS READY TO BEGIN taU'TPUT'® IF YOU WISH, PLEASE 
POSITION YOUR PRINTER TO THE START OF A NEW PAGE. PLEASE 
ENTER A CARRIAGE RETURN TO CONTINUE 

DATA FOR E AND L TANK CLEANERS 

ANALYSI'S DATE® 121li/go 

PV CASH 	PV NEW 
PROBABILITY 	FLOW 	 INVST 

	

50.0 	293904.50 	 0.00 

	

60.0 	270118.44 	 0.00 

	

70.0 	244640.25 	0.00 

	

80.0 	214743.37 	0.00 

	

90.0 	173376.56 	 0.00 

	

95.0 	139248.81 	 0.00 

99.0 	'75130 . 25 	0.00 	0.00 	751s0.25 
	

29172.56 

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 



THIS TABLE SHOWS THE PROBABILITY THAT THE VIOLATC)R 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE TS  A 95,00 ~ CHANCE OF FTNANCING A LUMP 
SUM PENALTY OF UP TO $ 	139248.81 BAQ-ED ON THE STRENGTHS 
OF PROJECTED INTERNALLY GENERATED CASH FLOWS. 'rHIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	54069.36. 

DO YOU WISH TO PERFORM THE PHASE T.WO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCTiLATIONS EXPRESSED IN. 

DO YOU WT-SH TO ANALYZE A CIVIL PENALTY (P) r A NEW 
INVESTMENT (1), OR BOTH (B) ? 

PLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF THERE IS NO TARGETED PENALTY, 
ENTER G. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED IN 
(E.G., 19847 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL: 
1. REINVESTMENT RATE = 0.00 
2. NOMINAL DISCOUNT RATE =17.50* 
3. INFLATION RATE = 3.44rt 
4. MARGINAL INCOME TAX RATE =38.50%1  

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CHANGE ANY OF THESE INPUTS (Y OR N)? 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS: 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROjECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

2. PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE TABEX. 

3, PRINT A DETAILE ➢ TABLE SHOWING THE COMPONENTS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BliT IS NOT RECOMMENDED FOR MOST USERS- 

PLEASE ENTER YOUR CHOICE (1,2 OR 3). 

THERE IS A 98.7 % CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	85750.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS. 



ABEL IS READY TO BEGIN OUTPUT. Ir YOU WISH, PLEASE 
POSZTION YOUR PRINTER TO THE START OF A NEW PAGE. PLEASF. 
ENTER A CARRIAGE RETURN TO GONTINUE 

DATA FOR E AND L TANK CLEANERS 

ANALYSIS DATE: 12/11/90 

NE T PRESENT 47ALUE 
PROBABILITY 	 AVAILABLE 

50.0 

60.0 

70.0  

80.0 

90.0  

95.0  

99.0 

293904.50 

270118.44 

244640.25 

214743.37 

173376.56 

139248.81 

75130.25 

EQUIVALENT 
ANNUAL GTIARGE 

114121.06 

194885. 12 

94992_12 

83383.37 

67320.87 

54069.36 

29172_56 

THE ABOVE 1}ATA ARE PRESENTED IN CURRE?'3T-YEAR DOLLARS 

PLEASE ENTER A CARRiAGE RETURN Tt7 OONT.iNUE 

THIS TABLE SHOWS THE PROBABILTTY THAT THE VIOLATOR 
OAN FINANGE CIi7TL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 95.00 o CHANCE OF FINANCING A LUMP 
SUM PEIVALTY OF UP TO $ 	139248.81 BASEI3 ON THE STRENGTHS 
OF PR0JECTED INTERNP.LLY GENERATED CASF3 FLOWS. THIS IS 
EQUIi,TALENT TO ALLOWiNG THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF 	54069.36. 

DO YOU WISH TO PERFORM THE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

DO YOU WISH TO ANALYZE ANOT:tIER CASE (Y OR N)? 



ENTER SELECTION > 

DATA FOR CBO/E AND L COMBINEb 

ANALYSIS DATE: 12/11/90 

DEBT EQUITY RATIOS 

1988 N/A 	THE FIRM HAS ZERO OR NEGATIVE EQUITY 
INDICATING INSOLVENCY 

1987 	5.79 A RATIO GREATER THAN 1.5 iNDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1986 	9.75 A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1985 	8.85 A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1984 	23.92 	A RATIO GREATER THAN 1-5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

CURRENT RATIOS 

1988 5.04 A RATIO GREATER THAN OR EQUAL TO 
2.0 INDICATES HEALTHY LIQUIDITY 

1987 1.39 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

1986 0.72 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

1985 0.34 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

1984 0.36 A RATIO LESS THAN 2.0 MAY !NDICATE 
LIQUIDITY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

BEAVER - S RATIOS 

1988 0.14 A RATIO BETWEEN 0.1 ► AND 0.20 IS 
INDETERMINATE 

87 0.32 A RATIO GREATER THAN 0-20 INDICATES 
HEALTHY SOLVENCY 

1986 0.17 A RATIO BETWEEN 0.10 AND 0.20 IS 
INDETERMINATE 

1985 0.25 A RATIO GREATER THAN 0.20 INDICATES 
HEALTHY SOLVENCY 



1984 0.22 A RATIO GPEATER THAN 0.20 INDICATES 
HEALTHY SOLVENCY 

PLEASE ENTER A CARRIAGE RETUI{.N TO CONTINUE 

TIMES INTEREST EARNED 

i988 Oe89 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

1987 1.86 A RATIO LESS THAN 2.O ✓AY INDICATE 
SOLVENCY PROBLEMS 

1986 1.35 A RATIO LESS THAN 2eO MAY INDICATE 
SOLVENCY PROBLEMS 

i985 1.64 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

1984 O.28 A RATIO LESS THAN 2m0 MAY INDICATE 
SOLVENCY PROBLEMS 

PLEASE ENTIER A CARRIAGE RETURN TO CONTINUE 

ABEL INTERPRETS THE OVERALL RESULTS OF THE FINANCIAL 
RATIOS AS FOLLOWS: 

THE DATA SUGGEST THAT THE OVERALL ASSESSMENT OF THE 
FINANCIAL RATIOS IS INDETERMINATE. 

ABEL NOTES THAT THE FIRM'S MOST RECENT DEBT—EQUTTY 
RATIO IS SUBSTANTIALLY BETTER THAN !TS HISTORIC AVERAGE. 

ABEL NOTES THAT THE FIRM'S MOST RECENT CURRENT 
RA'FIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE, 

ABEL NOTES THAT THE FIRM'S MOST RECENT BEAVER'S 
RATIO IS SUBSTANTIALLY POORER THAN ITS HISTORIC AVERAGE. 

ABEL NOTES THAT THE FIRM'S •OST RECENT TIMES INTEREST 
EARNED IS SUBSTANTIALLY POORER THAN lI'S HISTORIC AVERAGE. 

DO YOU WISH TO CONTINUE WITH THE PHASE TWO ANALYSIS 
(Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN® 

DO YOU WISH TO ANALYZE A CIVIL, PENALTY (P) e A NEW 
INVESTMENT (1), OR BOTH (B) ? 

PLEASE !NPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF TIIERE IS NO TARGETED PENALTY, 
ENTER 0. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED IN 
(E.G=, 1984) 



THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL: 
1. REINVESTMENT RATE = 0.00 
2. NOMINAL DISCOUNT RATE =17.50% 
3. INFLATION RATE = 3.440 
4. MARGINAL INCOME TAX RATE =38-50* 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CHANGE ANY OF THESE INPUTS (Y OR N)? 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS: 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

2- PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE TABLE. 

3- PRINT A DETAILED TABLE SHOWING THE COMPONENTS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL, 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS. 

PLEASE ENTER YOUR CHOICE (1,2 OR 3). 

THERE IS A 87.6 * CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	85000.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS. 

ABEL IS READY TO BEGIN OUTPUT. IF YOU WISH, PLEASE 
POSITION YOUR PRINTER TO THE START OF A NEW PAGE. PLEASE 
ENTER A CARRIAGE RETURN TO CONTINUE 

DATA FOR CBO/E AND L COMBINED 

ANALYSIS DATE: 12/11/90 

NET PRESENT VALUE 
PROBABILITY 	AVAILABLE 

	

50.0 	290177.31 

	

60.0 	245299.81 

	

70.0 	197229.94 

	

80.0 	140822.94 

	

90.0 	62775.61 

	

95.0 	0 

	

99.G 	0 

EQUIVALENT 
ANNUAL CHARGE 

112673.81 

95248.19 

76583.00 

54680.58 

24375.34 

0 

0 

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 



THIS TABLE SHOWS THE PROBABT-LITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAiMPLE, 
THERE IS A 50.00 5t CHANCE OF FINANCING A LUMP 
SUM PENALTY OF UP TO $ 	2901 7 7.31 BASED ON THE STRENGTHS 
OF PROJ- ECTED INTERNALLY GENERATED CASH FLOWS. THIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	112673.81. 

DO YOU WISH TO PERFORM THE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) A NEW 
INVESTMENT (1), OR BOTH (B) ? 

PLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF TliERE IS NO TARGETED PENALTY, 
ENTER O. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED IN 
(E.G., 1984) 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL.- 
1. REINVESTMENT RATE = 0.00 
2. NOMINAL DISCOI'NT RATE =17.50u 
3® INFLATION RATE = 3.44* 
4. MARGINAL INCOME TAX RATE =38.50', 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CIIANGE ANY OF THESE TNPUTS (Y OR N)' 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS: 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROjECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

2. PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE TABLE. 

3. PRTNT A DETAILED TABLE SHOWING THE COMPONENTS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOS'I' USERS. 

PLEASE ENTER YOIJR CHOICE (1.2 OR 3), 

THERE IS A 90.3 -96 CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY' OF 
$ 	60000.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASI! FLOWS FOR THE NEXT FIVE YEARS. 



ABEL IS READY TO BEGIN OUTPUT. !F YOU WISH, PLEASE 
POSITION YOUR PRINTER TO TIIE START OF' A NEW PAGE, PLEASE 
ENTER A CARRIAGE RETURN TO CONTINUE 

DATA FOR CBO/E AND L COMBINED 

ANALYSIS DATE: 12/1,1/90 

NET PRESENT VALUE 
PR(DBABILITY 	AVAILABLE 

50.0 	290177.31 

60„O 	245299.81 

70.0 	197229.94 

80.0 	140622.94 

90®0 	62775.61 

95.0 	0 

99.0 	0 

EQUIVALENT 
ANNIJAL CHARGE 

1.12673.81 

95248.19 

76583.00 

54680.58 

24375.34 

0 

0 

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

THIS TABLE SHOWS THE PROBABILITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 50.00 * CHANCE OF FINANCING A LUMP 
SUM PENALTY OF UP TO $ 	✓ 90177.31 BASED ON THE STRENGTHS 
OF PROJECTED INTERNALLY GENERATED CASH FLOWS. THIS !S 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	1,12673.81. 

DO YOU WISII TO PERFORM THE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

PHASE TWO ANALYSTS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P; A NEW 
INVESTMENT (I), OR BOTH (B) ? 

PLEASE INPUT THE lNITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 50003; !F THERE IS NO TARGETED PENALTY, 
ENTER 0. 

PLEASE ENTER WHAT YEAR DOLLARS 'THIS IS EXPRESSED IN 
(E.G., 1984) 

THE FOLLOWING STANDARD VALUES ARE IJSED IN THIS SECTION OF 
ABEL: 
1. RETNUESTMENT RATE = 0-00 



2. NOMINAL DISCOUNT RATE =1 7 .50; 
3. iNFLATION RATE = 3.44 56 
4. MARGINAL INCOME TAX RATE =38.50 ~6 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CHANGE ANY OF TIIESE lNPUTS (Y OR N)? 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS: 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT, 

2. PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE TABLE. 

3. PRINT A DETAILED TABLE SHOWING THE COMPONENTS OF TliE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS. 

PLEASE ENTER YOUR CHOa-CE (1,2 OR 3). 

THERE IS A 91.2 * CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	50000.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXmi FIVE YEARS. 

ABEL IS READY TO BEGIN OUTPUT. IF YOU WISH, PLEASE 
POSITIO• YOUR PRINTER TO THE START OF A NEW PAGE. PLEASE 
ENTER A CARRIAGE RETURN TO CONTINTJE 

DATA FOR CBO/E AND L COMBINED 

ANALYSIS DATE® 12111/90 

NET PRESENT VALUE 
PROBABILITY 	 AVAILABLE 

50.0 	 290177.331 

60.0 	 245299.81 

✓ 0.O 	 J.97229.94 

80.0 	 140822.94 

90.0 	 62775,61 

95.0 	 0 

99.0 	 0 

EQUIVALENT 
ANNUAL CHARGE 

112673.81 

95248.19 

76583.00 

54680.58 

24375 . 34 

0 

0 

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS 

PLEASE ENTER A CARRIAGE RETURN TO r-ONTINUE 

THIS TABLE SHOWS THE PROBABILITv THAT THE VIOLA'OR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 50.00 1 CliANCE OF FINANCING A LIJMP 



SUM PENALTY OF UP TO $ 290177.31 BASED ON THE STRENGTHS 
OF PROJECTED INTERNALLY GENERATED CASH F -LIOWS, THIS T-S 

EQUIVALENT mO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	11.2673.8l.. 

DO YOU WISH TO PERFORM THE PHASE TWO ANALYSIS F'OR 
THIS CASE AGAIN (Y OR N)? 

PHASE TWO ANALYSTS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALTJE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) > A NEW 
INVESTMENT (I), OR BOTH (B) ? 

PLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF THERE IS NO TARGETED PENALTY, 
ENTER 0. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXnRESSED IN 
(E.G. >  1984) 

THE FOLLOWTNG STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL- 
1. REINVESTMENT RATE = 0.00 
2. NOMINAL DISCOUNT RATE =17.50% 
3. INFLATION RATE = 3.44t 
4. MARGINAL INCOME TAX RATE =38.50* 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CHANGE ANY OF THESE INPUTS (Y OR N)? 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS. 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

2. PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE TABLE, 

3® PRINT A DETAILED TABLE SHOWING THE COMPONENTS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS- 

PLEASE ENTER YOUR CHOICE (1,2 OR 3). 

THERE IS A 87.6 t CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	85000.00 BASED ON THE STRENGTli OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS. 

ABEL IS READY TO BEGIN OUTPUT. TI F  YOU WISH, PLEASE 
POSITION YOUR PRINTER mO THE START OF A NEW PAGE. DLEASE 
ENTER A CARRIAGE RETURN TO CONTINUE 



DATA FOR CBO/E AND L COMBINED 

ANALYSIS DATE: 

PV CASH PV NEW PV O&M NET PV 
PROBABILITY FLOW INVST EXP AVAILABLE 

50.0 2901 7 7.31 0.00 0.00 290177.31 

60.0 245299.81 0.00 0.00 245299.81 

70.0 197229.94 0.00 0.00 197229.94 

80.0 140822.94 0.00 0.00 140822.94 

90.0 62775.61 0.00 0.00 62775.61 

	

95.0 	0 	0.00 	0.00 	0 

	

99.0 	0 	0.00 	0.00 	0 

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS 

PILEASE ENTER A CARRIAGE RETURN TO CONTINUE 

ANNUAL 
CHARGE 

112673. 81 

95248.19 

76583.00 

54680.58 

24375.34 

0 

0 

THIS TABLE SHOWS THE PROBABILITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 50.00 -. CHANCE OF FINANCING A LUMP 
SUM PENALTY OF UP TO $ 	290177.31 BASED ON THE STRENGTHS 
OF PROJECTED INTERNALLY GENERATED CASH FLOWS. THIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	112673.81. 

DO YOU WISH TO PERFORM THE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

DO YOU WISH TO ANALYZE ANOTHER CASE (Y OR NO 

ALL OF YOUR OUTPUT HAS BEEN SAVED IN A FILE. 
DO YOU WISH TO RECEIVE A PRINTED COPY OF THIS OUTPUT? 
(YpYES, N=NO) 



DATA FOR E AND L TANK CLEANERS, lNC. 

ANALYSIS DATE: 10/04/90 

DEBT EQUT-TY RATIOS 

11987 	1.32 	A RATIO LESS THAN 1. 5  INDICATES THE FIRM 
MAY HAVE ADDITIONAL DEBT CAPACITY 

1986 	2.42 	A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1985 	8.85 	A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFICULTY BORROWING 

1984 	23.92 	A RATIO GREATER THAN 1.5 INDICATES 
THE FIRM MAY HAVE DIFFIr-ULTY BORROWING 

PLEASE ENmER A CARRIAGE RETURN TO CONTINUE 

CURRENT RATIOS 

1987 0.57 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

386 0w81 A RATIC,  LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

1985 0.34 A RATIO LESS THAN 2 . 0 MAY INDICATE 
LIQU -DITY PROBLEMS 

1984 0-36 A RATIO LESS THAN 2.0 MAY INDICATE 
LIQUIDITY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

BEAVER'S RATIOS 

1987 0.64 A RATIO GREATER THAN 0.20 INDICATES 
HEALTHY SOLVENCY 

1986 0.58 A RATIO GREATER TIIAN 0.20 INDICATES 
HEALTHY SOLVENCY 

1985 0.25 A RATIO GREATER TIIAN 0.20 INDICATES 
HEALTHY SOLVENCY 

1984 0.22 A RATIO GREATER THAN 0.20 INDICATES 
HEALTilY SOLVENCY 

PEXASE ENTER A CARRIAGE RETURN TO CONTINUE 

TIMES INTEREST EARNED 

J-987 	4.14 A RATIO ABOVE 2.0 IS A GOOD 
SOLVENCY INDICATOR 



1986 	2.80 A RAIIIO ABOVE 2,0 TS  A GOOD 
SOLVENCY INDICATOR 

1985 	1.64 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

,984 	0.28 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLE•S 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

ABEL INTERPRETS THE OVERALL RESULTS OF THE FINANCIAL 
RATIOS AS FOLLOWS: 

ALTHOUGH THE FIRM MAY FACE CURRENT CASH (OR LIQUIDITY) 
CONSTRAINTS, ITS LONG—TERM PROSPECTS ARE GOOD AND IT SHOULD 
BE ABLE TO FINANCE PENALTIES AND INVESTMENTS. A PHASE 
TWO ANALYSIS IS RECOMMENDED, 

ABEL NOTES THAT THE FIRM'S MOST RECENT DEBT—EQUITY 
RATIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE. 

ABEL NOTES THAT THE FIRVI'S MOST RECENT, BEAVER'S 
RATIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE® 
ABEL NOTES THAT THE FIRM'S MOST RECENT TIMES INTEREST 
EARNED IS SUBSTANTIALLY BETTER mHAN ITS HISTORIC AVERAGE 

DO YOU WISH TO CONT —LNIJE WITH THE PHASE TWO ANALYQ—IS 
(Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) A NEW 
INVESTMENT (I), OR BOTH (B i  ? 

PLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E-G., 5000); IF THERE IS NO TARGETED PENALTY, 
ENTER 0. 

PLEASE ENTER W-HAT YEAR DOLLARS THIS IS EXPRESSED IN 
(E.G., 1984) 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL. 
1. REINVESTMENm RATE = 0.00 
2. NOViINAL DISCOUNT RATE =17.50 ~ 

3. INFLATTON RATE = 3.44% 
4. MARGINAL INCOME TAX RATE =38.50°s 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CHANGE ANY OF THESE INPUTS (Y OR N)? 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 



UP fhRf!;lN; UUT?"J ~ UeT1OIN6' 

POSSJBJ ~ T PRINT ONLY THE 	 ~ _TY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITIIER AN !NTTIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

G. PRINT A TABLE SHOWING THE NET AVAILABLE CASII FLOW 
WITH AN ANALYSIS OF THE TABLE. 

3- PRINT A DETAILED TABLE SHOWING THE COMPONENTS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS. 

PLEASE ENTER YOUR CHOICE (1,2 OR 3), 

THERE IS A 98.7 a CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	85750.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS. 

WOULD YOU LIKE TO SEE MORE DETAILED OUTPUT (Y OR N)? 

WOULD YOU PREFER OUTPUT OPTION 2 OR 2? 

ABEL IS READY TO BEGIN OUTPUT. IF YOU WISH, PLEASE 
POSITION YOUR PRINTER TO THE START OF A NEW PAGE. PLEASE 
ENTER A CARRIAGE RETURN TO CONTINUE 

DATA FOR E AND L TANK CLEANERS, INC. 

ANALYSIS DATE: 10/04/90 

NET PRESENT VALUE 
PROBABILITY 	 AVAILABLE 

SJ®0 	 293904.50 

60.0 	 270118.44 

70®0 	 244640.25 

80.0 	 214743,37 

90o0 	 173376.56 

95.0 	 139248.81 

99.0 	 75130.25 

EQUIVALENT 
ANNUAL CHARGE 

114 1,21.06 

104885.12 

94992.12 

83383.37 

67320.87 

54069.36 

29172.56 

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

THIS TABLE SHOWS TliE PROBABILITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 95.00 t CHANCE OF FINANCING A LTJMP 
SUM PENALTY OF UP TO $ 	139248.81 BASED ON THE STRENGTHS 
OF PROJECTED iNTERNALLY GENERATED CASH FLOWS. THIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	54069.36. 



UU Tuu 	i'U kl6htue't-q Ir3-1  etih?6E rviu ANlqLy6i6 b'uh' 
THTS  CASE AGAIN (Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS D01,LARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) A NEW 
INVESTMENT (I), OR BOTH (B) ? 

DLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF THERE IS NO TARGETED PENALTY, 
ENTER 0. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED IN 
(ExG.. 1984) 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEI,® 
1. REINVESTMENT RATE = 0.00 
2. NOMINAL DISCOUNT RATE =17.50s 
3. INFLATION RATE = 3.44 96 
4® MARGINAL INCOME TAX RATE =38.50 ~Z' 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOIJ WISH TO CHANGE ANv OF THESE INPUTS (Y OR N)? 

ABEL IS READY TO PROVIDE OUTPUT. YO-U HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS: 

1® PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT, 

2- PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF TIIE 'IABLE. 

PRIN-1 A DETAILED TABLE SHOWING THE COMPONENTS OF mHE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS. 

PLEASE ENTER YOUR CHOICE (1,2 OR 3). 

THERE IS A 98.8 -26 CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	85 7 50.00 BASE ➢ ON TFIE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS. 

WOULD YOU LIKE TO SEE MORE DETAILED OUTPU-A (Y OR Ni? 

WOULD YOU PREFER OUTPUT OPTION 2 OR 3? 

ABEL IS READY TO BEGIN OUTPUT. IF YOU WISH, PLEASE 
POSITION YOUR PRINTER TO THE START OF A NEW PAGE. PLEASE 



ElvTvJl' k'~ +,,Axh_LA(aE (EfUi":rq 'i'o CurqflNuh 

DATA FOR E AND L TANK CLEANERS, INC. 

ANALYSIS DATE: 10Z04,1 90 

NET PRESENT VALUE 	EQUIVALENT 
PROBABILITY 	 AVAILABLE 	 ANNIJAL, CHARGE 

~ 0.0 1 	 304014.56 	 118046. 7 5 

60.0 	 279410.25 	 108493.06 

70®0 	 253055.62 	 98259.75 

80.0 	 222130.37 	 86251.69 

90.0 	 179340.56 	 69636.69 

95.0 	 144038.87 	 55929.31 

99.0 	 77714.75 	 30176.11 

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

TIIIS TABLE SHOWS THE PROBABILITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 95-00 * CHANCE OF FINANCING A LUMP 
SUM PENALTY OF UP TO $ 	144038.87 BASED ON THE STRENGTHS 
OF PROJECTED INTERNALLY GENERATED CASH FLOWS, THIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	55929.31. 

DO YOU WISH TO PERFORM 'I'HE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

DO YOU WISH TO ANALYZE ANOTHER CASE (Y OR N)? 

ALL OF YOUR OUTPUT HAS BEEN SAVED IN A FILE. 
DO YOU WISH TO RECEIVE A PRINTED COPY OF THIS OUTPUT? 
(Y=YES, N=NO) 

10 1/04/90 
	

LEGAL RESEARCH SYSTEMS 
	

09:48 AM 

1. ENFORCEMENT DOCUMENT RETRIEVAL SYSTEM 	kEDRS) 
2. HAZARDOUS WASTE CASEFINDER 	 (HWCF) 
3. SUPERFUND RECORDS OF DECISION SYSTEM 	(RODS) 
4. ATTORNEY ROSTER DATABASE 	 (ROST) 

5. BEN 	PENALTY MODEL 
6. ABEL PENALTY MODEL 

C - ENTER CO ✓ MENTS 	E -- EXIT TO TSO 	L - LOGOFF COMPUTER 

ENTER SELECTION > 
MUN zINDX LOGGED OFF 10/04190 AT 9.49-07 
0:27:44 CONNECT TIME, 0:03-1i TCB, 0:00. 5 1 SRB 



EXGFS: Sb DA, 0 MT, 9U6 TERM, 0 OTHER, 943 TOTAL 
CHARGES: $.00 CONNECT. $.53 CPU, $.21 EXCPS 
$.74 TOTAL CHARGE FOR SESSION 
!KJ564701 MUN LOGGED OFF TSO AT 09:49:22 ON OCTOBER 4, 1930 



1986 MIR 	THE FIRM W ZERO OR NEGATIVE EQUITY 
INDICATING INSOLVBCY 

PLEASE ErIER A CARRIAGE RETURN TO CONTINUE 

CUrtRENT RATIOS 

1988 	5.04 A RATIO GREATER THAN OR EQUAL TO 
2.O INDICATES HFALTRY LIOUIDITY 

1987 	3.76 A RATIO GRFATER THAN OR EQUAL To 
2.0 INDICRTES HEALTHY LIQUIDITY 

1986 	O.69 A RATIO LESS  THAN 2,0 MAY INDICATE 
LIQUIDITY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTIME 

BEAVER'S RATIOS 

1988 	0.14 A RATIO BETWEEN 0.10 M 0,20 IS 
INDETERMINATE 

1987 	0.17 A RATIO BETWEEN 0.10 AND O.20 IS 
INDETERMINATE 

1986 	-0.09 A RATIO BELON 0.10 INDICATFS THAT 
THE FIRM MY HAVE SOLVENCY PROBLEKS 

PLEASE ENTER A CARRYAQrE RETURN ru CONTINUE 

TIMES IWTEPXST ERM 

1988 	0.89 A RRTIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

1987 	O.86 A RATIO LES THAN 2,0 MAY INDICATE 

ABEL INMPRETS THE OUERRYm RESULTS OF TIE FINANCIAL 
RRTIOS AS rOLLONS; 



'FtlY. f58iN JU4aSrC31' 11itRi TtEL' LtUGKftJ,f, fl:z=)SR@,d'L UC TtiP, 

FIMANCIAL C?ATIOS IS INDE MHINATE. 

fBEL x(1TIS TH&4T THE FlRt4'S PCGrST RECENT CIJRRENT 
RATICI IS SUBSTANTIALLY f3Ei"TEft 'PHAN fT5 HIS'C'C)RIC AUEEAGE. 

AF3EL NO'CF5 THAT THE FIRN`S NGST 	'N'1' BEAVER'S 
RATIC? IS SUBSTAIdTIALLY BETTBN THAPt I;5 HIST6[fiIC AUEftAGE. 
ABEL NOTES TS3A°t THF FIRlt'S NQST E?ECENT TM INTEREST 
EARpdED IS SUBSTANTIAT,LY BETTER TEiAN ITS RIST')ftIC AUEftAfrE. 

DO YCkt7 NISI{ T€I CONTINUE NITN TNE PHASn 1`WQ AA3ALYSIS 
(Y OTt N)? 

PHASE TNQ ANALYSIS 

PLEASE EN'PER WHAT YEM D7l,LAi2S Y(7U FfANT PRESM 
UALf3E CALCi1LATI0NS EXPRESSED IN, 

THERE IS A 61.9 m CHBCE TftAT THE FIHiS 
CAN FINANCE THE E'ROP45ED SETTLEMENT PSNAL'TY.t?F 
$ 	85750.00 BASFAI 6Pd THE STRENGTH f}$  InWALLY 
GE@(ERATEFI CASk! FIdJNS FOR THF NEf(T FI'JE YEARS, 

THE AN~ALYSIS AT THIS P[lINT [dOPS NCST 
AEFfC1NSTRATE CONCLEiSiVELY THF FIRN"S ABILITY TO PAY 
FQII TNE NER INUESTNERT, Tt1 kfARE R Eik;FERMIPiATiDN, 
OtdF.' MUST Lt10E AT T[{E FIRM'S (ITNER DPTICINS, 
INCLIfffING INCREASING EQUITY, SELLING AS5ETS t3!€ 
LEUERAGIHG UNLE°dEREC3 ASSET`°a. 

FOR PlIC7BABILITIES LE5S "fHA2€ 80%, REFE TD YC7E1R MFDIA 
SPc.(:IFIC PFtdALTY PQLICY. HDNEUER, THE FIRN CAA AFFC7RD A 
PENALTY 6F 1}P TfE $'d898.86 WITH A PR!}BABILITY (JF 80.6 ~ . 

N{JUYD kDU LIfiE TEC SEE NDRE DETAILED Q[1TPUT {Y  6R N}1 

AOULD Ypt@ PREFER aUTP6JT OPTIOC3 Z tlR 3'I 

ABEL IS ttF:ADY Tft BEGIN €IUTPUT. IF YCIU WISH, PLEASE 
PQSITIGM Y(li1R PRINTER T7 TRE STAft'P CF A NEl6 PAGE. PLEASE 
ENTE€t A CAftRSAGE CtETfi(tRN !YJ U7NTINIJE 

DATA FCtR CUSTOK BLENrJED GTLS, INC. 

ANALYSIS DATE: 10f03/90 

NET PRESENT UALIi6 	EQIIIUA' T 
k'RCtBABILI.TY 	AUAILABLE 	ANNUAL CHARGE 

	

SQ.a 	129483.50 	50277.56 

	

60.6 	92890.25 	56068.55 

	

70.0 	53895.55 	20849.84 

	

80.0 	7898.85 	2989.41 

	

90.0 	 Q 	 f 

	

sa.o 	 a 	 a 



99.0 	 0 	 0 

THE ABOVE DATA ARE PRESENTEPi IN CURRENT-YEAR DOLLARS 

P3,E45E ENTER A FARRIAGE EM TO CONTINUE 

THE ANRLYSIS AT THIS POINT DOES NOT 
DEMONSTRATE CONCLUSIVELY THE FIRM'S ABILITY TO PAY 
t-OR THE M INVESTMENT, TO MAKE A DETERMINATTON, 
ONE MOST LOOK AT THE FIRM'S OTHER OPTIONS, 
INCLUDING INCREASING EQUITY, SELLING ASSETS OR 
LEVERAGING UNLEVERgD AMM. 

DO voU WISH M PERFORM THE PHASE THO ANALYSIS FOR 
THIS CASE AGAIN (Y OR M)? 

THERE IS A 62.6 % CMCE THAT THE FIFA 
CAN FINANCF THE PROPOSED SETTLEKENT PENALTY OF 
$ 	851 50.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASil FLOWS FOR THE NEXT FIVE YEARS. 

THE ANALYSIS AT THIS POINT DOES NOT 
DEKONSTRriE CONCLUSIUELY THE FIRM'S ABILITY TO PAY 
FOR THE HER INUESTtOT. TO MAKE A MTERKINATION, 
ONE MUST LOOK AT THE nRM'S OM OPTIONS, 
INCLUD'LNG INCREASING EQUITY, SELLING ASSETS OR 
LEVERAGING UNLEVERED ASSETS. 

FOR PROBABILITINS LESS THM 801, REFER TO YOUR NDIR 
SPECIFIC PENALTY POLICY, HOWEVER, THE FIRM CAN AFFORD A 
PERAVry OF LIP TO $ 7963.67 HITH A PROBABILITY OF 80.0 %, 

WOULD YOU LIKE TO SEE MORE DETAILED OUTPUT (Y OR N)? 

WOULD YOU POEM OUTPLIT OPTION 2 OR 3? 

ABEL IS READY TO BEGIN OUTPUT. IF YOU NISH, PLEASE 
PMITION YOUR PRINTER TO TRE STAr, OF A NO PAGE. PLEASE 
ENTER A CARRIAGE RETURN TO CUNTINUE 

DATA FOR CUSTOM BLENDED OILS, INC. 

ANALYSIS DATE: 10/03/90 

M PRESENT UALUE 	EOUIVALENT 
PROBABILITY 	AVRILABLE 	ANNUAL CHARGE 

50.0 	 133937.69 	 52007.09 

60,0 	 96085,62 	 37309.39 

7010 	 55540.57 	 21566.02 





BEAVER'S RATIOS 

i988 0.14 A RATIO BETWEEN 0.10 AND 0.20 IS 
INDETERMINATE 

I 1987 0-17 A RATIO BETWEEN 0.10 AND 0.20 IS 
INDETERMINATE 

1986 -0.09 A RATIO BELOW 0.10 INDICATES THAT 
THE FIRM MAY IIAVE SOLVENCY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

TIMES INTEREST EARNED 

1988 0.89 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

87 0.86 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

1986 -10.32 A RATIO LESS THAN 2.0 MAY INDICATE 
SOLVENCY PROBLEMS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 



ABEL INTERPRETS THE OVERALL RESULTS OF THE FINANCIAL 
RATTOS AS FOLLOWS: 

THE DATA SUGGEST THAT THE OVERALL ASSESSMENT OF THE 
FINANCIAL RATIOS !S INDETERMINATE. 

ABEL NOTES THAT THE FIRM'S MOST RECENT CURRENT 
RATIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE. 

ABEL NOTES TliAT THE FIRM'S MOST RECENT BEAVER - S 
RATIO IS SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERACxE® 
ABEL NOTES THAT THE FIRM - S MOST RECENT TIMES INTEREST 
EARNED IS SUBSTANTIALLY BETTER THAN ITS HISTORT-C AVERAGE. 

DO YOU WISH TO CONTINUE WITH THE PHASE TWO ANALYSIS 
(Y OR NO 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) A NEW 
INVESTMENT (1), OR BOTli (B) ? 

PLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF THERE IS NO TARGE'LED PENALTY, 
ENTER 0. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED IN 
(E.G., 1984) 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL. 
1. REINVESTMENT RATE ® O.00 
2. NOMINAL DISCOUNT RATE =17.50 56? 
3. INFLATION RATE = 3.44 ~& 
4. MARGINAL INCOME TAX RATE =36.50* 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CHANGE ANY OF THESE INPUTS tY OR N)T 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF TIIREE OUTPUT OPTIONS: 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALIJE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

2. PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE mABLE. 

3. PRINT A DETAILED TABLE SHOWING THE COMPONENTS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS. 

PLEASE ENTER YOUR CHOICE (1,2 OR 3). 



THERE IIS A 61.9 gj CHANCE THAi—  THE Fi—RM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALmY OF 
$ 	8 5 750.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS. 

THE ANALYSIS AT THIS POTNT DOES NOT 
DEMONSU'RATE CONCLUSIVELY THE FIRM'S ABILITY TO PAY 
FOR THE NE ✓ INVESTMENT. TO MAKE A DETERMINATION, 
ONE MUST LOOK AT THE FIRM'S OTHER OPTIONS, 
INCLUDING INCREASING EQUITY, SELLING ASSETS OR 
LEVERAGING UNLEVERED ASSETS. 

FOR PROBABILI —IIES LESS THAN 80*, REFER TO YOUR MEDIA 
SPEC —LFIC PENALTY POLICY. HOWEVER, THE FIRM CAN AFFORD A 
PENALTY OF UP TO $ 	7698a86 WITH A PROBABILITY OF 80.0 

WOULD YOU LIKE TO SEE MORE DETAILED OUTPUT (Y OR N)? 

WOULD YOU PREFER OUTPUT OPTION 2 OR 3? 

ABEL IS READY TO BEGIN OUTPUT. IF YOU WISH, PLEASE 
POSITION YOUR PRINTER TO THE START OF A NEW PAGE. PLEASE 
ENTER A CARRIAGE RETURN TO CONTINUE 

DATA FOR CUSTOM BLENDED OILS, INC 

ANALYSIS DATE: 12111/90 

NET PRESENT VALUE 
PROBABILITY 	AVAILABLE 

50.0 	129483450 

60.0 	92890.25 

70-0 	53693.55 

80.0 	7698.86 

90®0 	0 

95.0 	0 

99.0 	0 

EQIJIVALENT 
ANNUAL, CHARGE 

50277.56 

36068.65 

20848a84 

2989.41 

0 

0 

THE ABOVE DATA ARE PRESENTED IN CURRENT—YEAR DOLLARS 

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE 

THIS TABLE SHOWS THE PROBABILITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 50.00 t CHANCE OF FINANCING A LUMP 
SUM PENALTY OF UP TO $ 	129483.50 BASED ON THE STRENGTHS 
OF PROJECTED INTERNALLY GENERATED CASH FLOWS. THIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL 
PAYMENTS OF $ 	50277. 5 6. 

THE ANALYSIS AT THIS POINT DOES NOT 
DEMONSTRATE CONCLUSIVELY THE FIRM'S ABILITY TO PAY 
FOR q'HE NEW INVESTMENT. TO MAKE A DETERMINATION, 



INCLUDING INCREASING EQIJITY, SELLING ASSETS OR 
LEVERAGING UNLEVERED ASSETS. 

DO YOU WISH TO PERFORM THE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

PHASE TWO ANALYSIS 

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT 
VALUE CALCULATIONS EXPRESSED IN. 

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) A NEW 
INVESTMENT (I), OR BOTH (B),  ? 

PLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY 
AMOUNT (E.G., 5000); IF THERE IS NO TARGETED PENALTY, 
ENTER G. 

PLEASE ENTER WHAT YEAR DOLLARS THIS IS EXPRESSED IN 
(E.G., 1984) 

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF 
ABEL. 
S. REINVESTMENT RATE = 0.00 
2. NOMINAI, DISCOUNT RATE =17.50* 
3. INFLATION RATE = 3.44* 
4. MARGINAL INCOME TAX RATE =38.50* 

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N)? 

DO YOU WISH TO CHANGE ANY OF THESE INPUTS (Y OR N)? 

ABEL IS READY TO PROVIDE OUTPUT. YOU HAVE THE CHOICE 
OF THREE OUTPUT OPTIONS: 

1. PRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE 
OF THE FIRM'S FIVE YEAR PROJECTED CASH FLOW EXCEEDING 
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED 
INVESTMENT. 

2. PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW 
WITH AN ANALYSIS OF THE TABLE. 

3. PRINT A DETAILED TABLE SHOWING THE COMPONENTS OF THE 
FIRM'S CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL 
ANALYSTS BUT IS NOT RECOMMENDED FOR MOST USERS. 

PLEASE ENTER YOUR CHOTCE (1,2 OR 3). 

THERE IS A,  66.0 ~. CHANCE THAT THE FIRM 
CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF 
$ 	70000.00 BASED ON THE STRENGTH OF INTERNALLY 
GENERATED CASH FLOWS FOR Tllg NEXT FIVE YEARS. 

THE ANALYSIS AT THIS POINT DOES NOT 
DEMONSTRATE CONCLUSIVELY THE FIRM'S ABILITY TO PAY 
FOR THE NEW INVESTMENT. TO MAKE A DETERMINA- ION, 
ONE MUST LOOK AT THE FIRM'S OTHER OPTIONS, 
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LEVERAGING UNLEi1ERED ASSETS. 

FC3R PROBABILITIES LESS THAN 800, REFER TO YOUR MEDIA 
SPECIFIC PENALTY POLICY. HOWE'VER, THE FIRM CAN AFFORD A 
PENALTY C3F UP TO $ 	7698.$6 WITH A PROBABILITY OF 80.0 a. 

ABEL IS READY TO BEGIN OUT PUT. IF YOU WISH, PLEASE 
POSITION YOUR PRINTER TO THE START OF A NEW PAGE. PLEASE 
ENTER A CARRIAGE RETURN TO CONTINUE 

DATA FOR CUST©M BLENDED OILS, INC 

ANALYSIS DATE: 12/11/90 

PV CASH PV NEW 
P RC7BABILITY FLOW INVST 

50.0 129483.50 0.00 

5010 92890.25 0.00 

70.0 53593.55 0.00 

80.0 7698.85 0.00 

90.0 0 0.00 

PV O&M NET PV 
EXP AVAILABLE 

0.00 129483.50 

0.00 92890.25 

0.00 53693.55 

0.00 7698.85 

0.00 0 

ANNUAL 
CHARGE 

50277_56 

36068.65 

20848.84 

2989_41 

0 

	

95.0 	0 	0.00 	0.00 	0 
	

0 

	

99.0 	0 	0.00 	0.00 	0 
	

0 

THE ABOVE DA.TA ARE PRESENTEI7 IN CURRENT-YEAR DOLLARS 

PLEASE ENTER Fi CARRIAGE RETURN TO CONTINUE 

THIS TABLE SHOWS THE PROBABILITY THAT THE VIOLATOR 
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE, 
THERE IS A 50.00 s CHANCE OF FINANCING A LUMP 
SUM PENALTY OF UP TO $ 	129483.50 BASED ON THE STRENGTHS 
OF PROJECTED INTERNALLY GENERATED CASII FLOWS. THIS IS 
EQUIVALENT TO ALLOWING THE FIRM TO MAKE THR.EE  EQUAL ANNUAL 
PAYMENTS OF $ 	50277.55. 

THE ANALYSIS AT THIS POINT DOES NOT 
DEMONSTRt-~TE CONCLUSIVELY THE FIRM'S ABILITY TO PAY 
F01-Z Z'HE NEW INVESTMENT . TO MAKE A I}ETERMINATION, 
ONE MUST LOOR AT THE FIRM`S CJTHER OPTIONS, 
INCLUi?I.NG INCREASING EQUITY a  SELLING ASSETS OR 
LEVERAGING UNLEVERED ASSETS. 

DO YOU WISH TO PERFORM fiHE PHASE TWO ANALYSIS FOR 
THIS CASE AGAIN (Y OR N)? 

DO YOU WI SH TO ANALYZE ANOTHER CASE ( Y OR N)? 

1. PLEASE ENTER THE NAME OF THE FIRiv1 TO BE ANALYZED 
(E. G., ABC CORP) 
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